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Its OLD FORESTER Mint Julep Time Again ! 


A traditionally famous combination for over 81 years—cool, refreshing 
mint juleps, made with famous bonded Old Forester! Here is rich, full 

* Kentucky bourbon at its finest. As outstanding for quality and uniformity of 
flavor as when the first bottle was labeled and signed in the founder’s 

own hand. Truly America’s Guest Whisky since 1870! 


AS IT SAYS ON THE LABEL: 
“ 
Theve tt nothing bellér in the market” 


KENTUCKY STRAIGHT BOURBON WHISKY ¢ BOTTLED IN BOND © 100 PROOF © BROWN-FORMAN DISTILLERS CORPORATION + AT LOUISVILLE IN KENTUCKY 














Tools (and how they’re used) 


decide wages 


ET’S SAY IT’S WORTH $2 to you to get your 
walk shoveled next winter. You have a 
light, strong new shovel. A young fellow comes 
along, does the job in an hour. He has made 
$2 an hour. 


Suppose you had never been able tosave enough 
to buy that new shovel, and all you had was an 
old broom. It would take the young worker 2 
hours. So he makes $1 an hour—half as much. 


Suppose you have a prosperous year and buy 


WARNER 
& 
SWASEY 


Cleveland 
Machine Tools 
Textile 
WE Ved abba 3a 


a power snow shovel. Now the young man can 
clean your walk in half an hour. $2 for half an 
hour = $4 an hour. 


Of course, he can attack you for profiteer- 
ing; he can combat you by slowing down to 
his original hour’s work, at $2. Or, he can do 
your job in half an hour, encourage your neigh- 
bors to get power shovels so he can do their 
walks, too—and really make himself prosperous. 


It simply depends on how intelligent he is. 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 

























































































The March of the News 


Thank you note. Gen. Douglas MacAr- 
thur will not be in the U. S. delegation 
when the Allies meet to sign a Japanese 
peace treaty next month . . . But there 
was evidence that the Japanese them- 
selves regard the ousted General as the 
man to thank for their terms of peace. 

When the treaty was _ published, 
Prime Minister Yoshida wrote from Ja- 
pan to MacArthur: 

“T desire to express the profound grat- 
itude of myself and my Government to 
you, who have long been a vigorous pro- 
ponent of an early peace for Japan... A 
fair and magnanimous treaty has been 
written embodying the principles as laid 
down first by you.” 

In his reply the General told Yoshida 
that in the new Japan: “Public criticism 
should be encouraged rather than sup- 
pressed as providing a powertul check 
against the evils of maladministra- 
a... 


State of the Union. National crime is, 
among other things, a set of precise 
statistics to J. Edgar Hoover, Chief of 
the Federal Bureau of Investigation . . . 
Last week Mr. Hoover looked at the na- 
ture of the statistics and expressed him- 
self on what they mean. 

“There is less respect for law and or- 
der,” he said “a breakdown in the 
moral fiber of the country.” 

He wasn’t alone in his thoughts. 

Democratic Senator Blair Moody, of 
Michigan, wound up one phase of an in- 
vestigation of industrial black markets 
.. . He decided that price ceilings and 
Government controls are being evaded 
with a lawlessness comparable only to 
“the worst days of the prohibition era.” 

Two Republican Senators—Capehart, of 
Indiana, and Bricker, of Ohio—came out 
of a Senate investigation of the Recon- 
struction Finance Corporation with this 
opinion: “Morality in Government has 
declined to the lowest ebb in the nation’s 
history The American people are 





deeply ashamed and rightly disturbed.” 

What was wrong? . . . Who was at 
fault? . . . Inevitably, as was to be ex- 
pected in the summer before an elec- 
tion, political critics of President Harry 
Truman put most of the blame on the 
White House . . . It was a strategy that 
prompted Democratic Leader Ernest W. 
McFarland to tell the Senate: 

“Say what you want about President 
Harry Truman . .. Think what you want 
about him . . . Criticize him for his faults 
and his mistakes . . . But no man living 
can point a finger at Harry Truman and 
charge personal or official dishonesty.” 


Immediate seating. President Tru- 
man asked Congress last week to vote 
400 million dollars to help relieve the 
worst of the distress caused by this year’s 
two-billion-dollar floods in the Middle 
West .. . Then he gave a movie party so 
people could see just how bad the flood 
really was. 

Invitations went out to Congress to at- 
tend a 40-minute showing of an Army 
Signal Corps film of the flood country 
on Kansas and Missouri . . . As the house 
lights dimmed, Mr. Truman said: 

“All you have to do is take a look at it 
to see what those people are up against.” 

But there weren't many people on 
hand to look . . . Less than half the 800 
seats in the Interior Department’s audi- 
torium were filled . . . and only a fourth 
of those by members of Congress. 

The light attendance did not mean a 
lack of Congressional concern for the 
plight of the flood victims . . . Earlier in 
the week the House had voted itself a 
19-day recess and many of the members 
left Washington before the movie date 
was announced . . . Senators piled high 
with work—had wryly consented to the 
House vacation, but saw no hope of a 
similar holiday for themselves . . . “From 
where I sit,” said one member, “ it looks 
as though we'll be lucky to get out of 
here by Christmas.” 
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big and profitable enterprises. 
inner political struggle still is going 
on about some big German enter- 
prises taken over during the war. 


— 


a3 Backers of Dwight Eisenhower as Re- 


ublican nominee for President in 
952 think they have assurance from 
ine General that, before January 1, 
he will permit his name to be entered 
in presidential primaries. General 
isenhower is said to feel that he can- 
ot deny voters a chance to pass on 
is name. 














* © * 


enator Everett Dirksen, of Illinois, 
'; not acceptable to many influential 
isenhower supporters for second 
lace on an Eisenhower ticket. Sen- 
tor Kenneth S. Wherry, of Nebraska, 
instead, is being mentioned. 


xk * 


overnor Thomas E. Dewey, back 
rom a Far Eastern trip, continues to 
hope that lightning may strike again 
in 1952. Dewey is said not to be prim- 
ing himself for the job of Secretary 
f State in any Eisenhower cabinet. 


xe & 


President Truman is impressed by the 
showing made by Chief Justice Fred 
IM. Vinson in a recent Gallup poll 
suggesting that he would defeat Sen- 
ator Robert A. Taft for President as 
of now. The idea had been circulated 
that the Chief Justice was an un- 
known politically who would not 
register with voters. 


*% & *& 


Rumors are revived of a coming 
change in the so-called “palace 
guard” at the White House, but with- 
out evidence that Mr. Truman is 
shifting favor from the Donald Daw- 
son, Matt Connelly wing. 


*% & & 


The President is annoyed to find that 
he is called upon to settle squabbles 
between rival groups within the Dem- 
ocratic Party seeking to gain control 
of war plants that may develop into 
An 
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Eisenhower-Wherry in 1952? 
Impresses Truman. . 


Whispers 


W. Averell Harriman, Special Assist- 
ant to the President, failed to gain 
ground as a possible successor to 
Dean Acheson, as Secretary of State, 
when his mission to resolve the Brit- 
ish-Iranian dispute bogged down. 
There is less prospect that Mr. Harri- 
man now will try his hand at settling 
the dispute between the Egyptians 
and the British. 


x kk 


John Foster Dulles, who actually 
drafted the treaty of peace for Japan, 
will not accept the job as first U.S. 
Ambassador to the new Japanese 
Government. Mr. Dulles prefers not to 
be identified directly with the present 
Administration when there is a chance 
that the Republican Party may be in 
power within 18 months. 


xk * 


Air Force made a serious tactical 
error when it crossed Representative 
Carl Vinson, head of the powerful 
Armed Services Committee of the 
House. Air Force leaders balked at a 
Vinson suggestion that they demon- 
strate their air-support methods for 
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Vinson’s Poll Showing 
Russia Pushing Bases in Austria 


aiding ground troops alongside those 
of the Navy and Marines. There now 
will be stronger support in Congress 
for giving the Army control over the 
tactical uses of air power. 


x *k * 


Millard Caldwell, Civil Defense Ad- 
ministrator, is so upset over the vote 
in Congress to cut his agency’s appro- 
priations drastically that he is on the 
point of resigning. 


ee Boek 


Stalin is using 30,000 propagandists 
and three symphony orchestras dur- 
ing this harvest season to try to get 
Ukranian farmers into a mood to 
turn more grain over to the Govern- 
ment. The Ukraine continues to be a 
trouble spot. 


e & * 


Russia is pushing extensive airfield 
construction in her areas of Austria, 
starting with defensive-fighter strips 
as she did in Eastern Germany. 


xk * 


Britain’s Princess Elizabeth is to visit 
U.S., much as her parents did in 1939, 
to build a reservoir of good will, and 
as a precautionary measure due to 
her father’s health. The life expect- 
ancy of King George may be limited 
by a circulatory ailment that worries 
his doctors. 


*% & * 


Lieut. Gen. Nam II, top cease-fire ne- 
gotiator for the Communists, gets his 
directions directly from Moscow, and 
not through Peiping, China. General 
Nam is Moscow trained and nomi- 
nally a North Korean. 


xk * 


Lady Edwina Mountbatten, wife of 
the last British Governor-General in 
India, is described by American dip- 
lomats as an influential adviser to 
India’s Pandit Nehru. Lady Mount- 
batten’s views are said to be un- 
friendly to U.S. and to veer rather 
far to the left of U.S. officials’ ideas. 
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With the rapid advance of airplanes, 
tanks, fast ships, and mechanized 
weapons of war, a swift, sure means of 
communication and detection is as im- 
portant as are the new weapons them- 
selves. It is provided—by electron 
tubes and electronics. 

So important is this area of military in- 
telligence that RCA Service field engi- 
neers—here and abroad—have lifted their 
efforts to new peaks. Working with our 
Armed Forces, they install and maintain 
such communications systems as short- 
wave radio and portable radiotelephones. 









They work with systems of detection, such 
as radar. They help ships and planes 
navigate with loran and shoran. These en- 
gineers are the link between research de- 
velopments made at RCA Laboratories— 
and America’s military strength. 


The number of RCA field engineers has 
tripled since World War II. And they serve 
where needed, wherever an electron tube’s 
“military mind” can be of military use. 


* * * 


See the latest wonders of radio, television, and elec- 
tronics at RCA Exhibition Hall, 36 West 49th Street, 
N.Y. Admission is free. Radio Corporation of America, 
RCA Building, Radio City, N.Y. 20, N.Y. 


RADIO CORPORATION of AMERICA 
Woetld Leader in Radio — First in Télevision 








Electron tubes are the nerve ends of 
military intelligence —in systems 

set up and maintained by RCA Service 
Company field engineers. 





Practical training of military personnel- 
in classes, factory, and the field—is a basic 
part of RCA Service Company’s work 
with our Armed Forces, 
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Newsgrann Washington, D. C. 


Stalemate will be accepted in Korea, eventually. U.S. will not commit more 
forces to that war. Communists don't dare tangle with forces now there. 

Cease-fire, an armistice, is the logical eventual outcome. 

The present impasse hurts Communists more than it does the U.N. forces. 
Bombing goes on from our side. Communists cannot hit back in kind. 

A deal seems the answer. It will teke time. Communists will try to get 
the appearance of victory for their side. There will be much huffing and puff- 
ing and bluffing, but a deal in the end will seem better than bigger war. 








Stalin, actually, seems to be calling time out to look things over. 

Arms wanted by China's Communists aren't forthcoming. Planes that could 
help Communists in Korea are not Supplied. Submarines that might have caused 
trouble remain out of the danger zone. Stalin isn't chancing big war. 

The fact probably is that Russia's dictator already has grabbed so much 
loot that he wants time now to digest it. His empire is stretched to cover hun- 
dreds of millions of new people, resources not catalogued or exploited. Time is 
needed to find what he's really got and to bring about some order. 


It's to be tougher picking from now on. But Joe Stalin, looking around, 
must figure that he's-come a long way for a onetime bank robber. 

At_home, he runs an empire. It is true that he doesn't dare face his peo- 
ple. Elaborate precautions are required to avoid assassination. The setup he 
runs is a modified form of human slavery., Yet his every whim is law. 

Abroad, great nations tremble at what Stalin may do. Powerful unions of 
workers bow to his control. Statesmen steer their course by what the great 
Stalin may want. His agents and spies cover the world. Political parties in 
many countries thrive on promises to do the bidding of Russia's Stalin. 

Yet the empire he runs is a ramshackle affair held together by mixture of 
fear, machine guns, slavery, concentration camps and propaganda. 

On page 9 you get the strange story of how Stalin runs the world. 


U.S., rearming, will become less fearful, less ready to be shoved around. 

Armament, after any cease-fire, apparently is to go on full scale. Arms 
planning calls for a steady build-up into 1955. Arms goal is an industry able 
to produce for all-out war, but throttled down to fill limited current needs. 

Arms plant will be big. Arms output, on a continuing basis, will be geared 
to one shift or less. Stockpiling of weapons is not planned on a big scale. 
Model changes in arms will be frequent, obsolescence kept down. 

What the planners hope that they can achieve is an arms industry that is 














(over) 




















NEWSGRAM--TOMORROW-~= (Continued) 


big enough to make U.S. strong, but not so big that it raises a public cry 

either for a cut in the program or for a war to use the weapons available. 
Urge in Congress for cuts in present arms programs is nonexistent. The 

pressure, instead, is for more spending, more for Air Force expansion. 





Good business, cease-fire or not, is underwritten into 1953. Business in 
most lines, by second half, 1952, will be breaking all past records. 

Boom of one kind or another, except for very brief checks, has run for ll 
years and promises to run for at least two more. Continued boom, inflation, is 
leading now to predictions of a "new era"--an "age of inflation." 

Inflation, abundant money, low interest rates, avoidance of deflation are 
seen by a correspondent of the London "Economist" as the dominant force for a 
prolonged period ahead. Deflation, depression are regarded as passe. 

The reasons given: Big armament is here to stay. Unions are entrenched 
deeply, are to press steadily for higher wages, more benefits adding to costs. 
Full employment is a political necessity for any government. Money, no longer 
tied to gold, is a simple instrument of government to assure full employment. 
Social services go with jobs for all and cost heavily. World charity, a flow of 
aid from U.S. to less favored nations, seems a fixed program. 

The whole bias of world trends is seen as inflationary. 

Yet: Runaway prices are not expected. Controls will be used. Rising out- 
put of goods will restrain a tendency to rising prices and may cause many prices 
to decline moderately. Inflation, short of war, need not be virulent. 























If that size-up of things to come should turn out to be correct: 

A_ crash, in that event, is not to come after rearmament. Big spending, 
high taxes, are here to stay. Interest rates will be kept low. A job will have 
advantages over retirement on fixed income. Stocks may have advantages over 
bondsS. A going business, an operating farm will have real attraction. Income- 
producing real estate can be better than money itself. 

It is dangerous, however, to be too confident of long-range trends. What 
is being pointed out is a tendency of government to favor inflation over defla- 
tion, to assure against deflation of the kind that hit after 1929. 

















Getting down to more immediate problems and interests: 

Pay-raise policies are to continue liberal. Merit raises in most cases 
will get approval of pay regulators. Salaries are not frozen. Salary trends 
will continue upward. Most bonus plans, where not obviously designed to get 
around all controls, will be acceptable. Christmas bonuses can be paid. 

Best guide in pay matters is to follow regular practice of the past. 

















Tax increase on 1951 individual income is to be moderate. Tax trend is to 
continue upward, however. Taxes in 1951 will hit harder than in 1950. 

The tax take is to make it increasingly difficult to succeed in any new 
business. Taxes, too, will make it more difficult than ever to build estates of 
any size. Gain from sale of capital assets is the one real avenue offering some 
escape from very high taxes, and establishing a gain isn't so easy. 











Draft is starting a rising trend. Reservists are still being called, in 
limited numbers. So long as war continues, uncertainties will remain. 





(No part of this or any other page may be reproduced without written permission) 
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To get there... MORE PEOPLE RIDE ON GOODYEAR TIRES 
THAN ON ANY OTHER KIND! 


Head your car toward the Wind River Range in Wyoming 
(left), Charleston Gardens, S. C. (right), or Santa Monica, 
California (below) ... wherever you go, you'll find more 
cars have Goodyear tires than any other kind. Why? 
Car makers, who really know tires, use more Goodyear 
Super-Cushions than any other tire. Year after year, they 
depend upon Goodyear for the design, materials and man- 


ufacturing skill that make a difference in tire performance. 

Motorists, too, buy more Super-Cushions than any 
other low-pressure tire. Their experiences prove that for 
a soft comfortable ride, for long mileage and safety, the 
Goodyear Super-Cushion just can’t be equalled! Doesn’t 
it stand to reason that the tire that gives the most 
people the greatest satisfaction is the tire for you to buy? 


Super-Cushion, T. M.——The Goodyear Tire & Rubber Company, Akron, Ohio 

















Boeing B-1 flying boat of 1919 vintage, first international mail plane, is dwarfed by U. S. Air Force’s new Boeing C-97 Stratofreighter transport. 


Out of the past comes the future 


Boeing celebrates its 35th anniversary 
this year. Not old by ordinary stand- 
ards; but in aviation, it’s a whole age 
— virtually the age of flight. 

During those 35 years, Boeing engi- 
neers and production men have seen — 
and played an important part in — the 
transition from stick and wire “flying 
machines” to today’s comfortable, 


speedy, commercial transports. They 
have contributed to the nation’s de- 
fense with a variety of military aircraft 
— from tiny fighters of the 20’s to the 
B-17 Flying Fortress and B-29 Super- 
fortress of World War II. 

Today the company still pioneers — 
with planes like the huge Strato- 
freighter and Stratocruiser, the B-50 


For the Air Force, Boeing builds the B-47 Stratojets, B-50 Superfortresses and C-97 Stratofreighters; 
and for the world’s leading airlines, Boeing has built fleets of the new twin-deck Stratocruisers. 





Superfortress, the 600-mile-an-hour 
B-47 Stratojet, the soon-to-appear B-52 
eight-jet bomber and highly secret 
guided missile projects. 

Boeing regards the experience 
gained during its first 35 years as a 
steppingstone toward continued prog- 
ress —a solid foundation for meeting 
the challenges that lie ahead. 
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How does Stalin get away with it? 

_ The Russian dictator stays out of sight, keeps 
his mouth shut, runs a second-rate country. 
But he calls the tune for the whole world. 
Trying to guess what Stalin the Silent is up 
to keeps diplomats awake nights, keeps armies 
on the alert around the world, keeps nearly 
everything upset and off balance. Inflation, 
fearmament, high taxes, political rows here 
and abroad—he’s back of it all. 





STALIN'S HAND 


IN FREE WORLD 


Stooges everywhere do the work for him. 
They get into politics, move in on labor, cap- 
ture a piece of government here and there 
to set the Communist line moving. They spread 
fear, distrust and unrest. A Communist hint 
is enough to start a war in Asia, frighten Eu- 
rope, breed suspicion among friends. Result: 
Stalin can keep his soldiers home and his pow- 
der dry and still set a course for the whole 
world to follow. 











Joseph Stalin, sitting silent in - the 
Kremlin within Moscow, really is run- 
ning today’s world. Every statesman in 
every capital tries to tune his ear to sig- 
nals that may come from the dictator of 
Communist Russia. 

War or peace, armament or disarma- 
ment, boom or depression depend upon 
Stalin's whim. A whisper, and armies 
may move. A smile, and diplomats every- 
where predict peace. A frown, and rulers 
of great nations shudder. A telephone 
call, and armistice negotiations in far-off 
Korea are broken. Agents scurry every- 
where professing to carry the word of 
the silent ruler. Political parties the 
world over, in power and out of power, 
are influenced in their course by what 
Dictator Stalin may approve or disap- 
prove. 

An obscure Stalin emissary, Jacob 
Malik, mentioned the word “peace,” and 
a powerful U.S. scrambled to deal with 
North Korean and Chinese Communists. 
Another word and the deal was off, 
temporarily. A Russian agent suggested 
Russian interest in oil, and Iranian poli- 
ticians thumbed their noses at the great 
nations of the West. A rumor is heard 
that a Stalin satellite is moving troops 
in the Balkans and chancellories shud- 
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der in fear that it may be war. A 
rumor that Stalin feels content, and the 
American Congress starts to figure 
where to cut budgets, where to trim 
foreign aid. 

Stalin, the silent dictator, runs a 
country that is second rate by Western 
standards. Its industry is third rate, about 
half as strong as that of non-Communist 
Europe, from one fifth to one tenth that 
of the United States. Its Army is big, 
but uncertain in the role of world con- 
queror. It lacks any but a submarine 
navy, untried in war. It is without air- 
bases close to the heart of U.S. industry, 





Time It Takes to End a War 


World War |: 5 days from move 
for armistice to cease-fire 


World War Il in Europe: 2 days 
to arrange cease-fire 

World War Il in Pacific: 4 days 
to negotiate cease-fire 


Korean War: 62 days to August 
24, with talks suspended by 
Communists on August 22 











while the U.S. is able to bring bases 
close to the heart of Russian industry. 
The living standards of its people are 
among the world’s lowest. The dictator- 
ship controls a semiliterate mass of 
multiple races. Its very life rests upon 
bayonets, spies, security police and vast 
concentration camps. 

Yet, working with what he has, Joseph 
Stalin holds the initiative in the world. 
Peoples and leaders of the world’s really 
powerful nations fear him. In five post- 
war years he has extended his empire 
over 600 million additional people with- 
out involving Russian troops in battle. 
As one of the great imperialists of all 
time, the record discloses, Stalin has 
been able to sell a refined and modern 
form of human slavery as the “wave of 
the future,” attracting allegiance of 
workers, peasants and left-wing groups 
in most parts of the world. 

Stalin’s agents turn up everywhere in 
all nations. 

The Stalin method, working through 
these agents, is found to be simple and 
highly effective. It is to play upon dis- 
content wherever found. It is to ride all 
the nationalist movements in backward 
areas of the world, as in Iran, Indo-China 
and Indonesia, organizing always to grab 
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power, if possible, at a time of crisis. It is 

to start wars, as in Korea, where war will 

further Communist ends. It is to promote 

i Communist parties everywhere, stir dis- 
unity within nations, encourage big 
strikes, play upon the myth of invincibil- 
ity of the great mother nation, Russia. 
Stalin remembers how a handful of hard- 
ened, disciplined Communists took over 
a Russia of nearly 150 million people. He 
is exulting and bursting with confidence 
as a result of his success in guiding a few 
hardened Communists to control over 
China with its 450 million people. Noth- 
ing now seems too big to attempt. 

Stalin plays upon fear. That fear is 
fed by secrecy. Secrecy, protected by an 
Iron Curtain, is used to encourage the 
idea of vast Russian power. The great 
silent dictator, who never opens his mouth 
so that he can be heard, is the possessor 
of a mysterious power that frightens 
statesmen and nations. 

Effect on U. §. What Stalin and his 
methods already have done to the world’s 

really great power—the United States— 

: is plenty, as the record shows. 

More than 70,000 American boys are 
dead or wounded owing to a Stalin whim. 
There is a draft that will affect the 
lives of most youths. American troops 
are back in Europe to stay. Taxes are 
back close to wartime levels. Industry 
is back under control by the Govern- 
ment. People are forced to devote one 
day out of each five to working for na- 
tional defense, instead of raising. still 
further the standard of living. All this 
is due to Stalin. 

Inflation is a threat. The national 
debt is staggering in size and is mount- 
ing higher. Aid is having to be poured 
out to other nations to try to keep them 
friendly and to keep them from wob- 
bling over to Stalin’s side. Defense that 
once might have cost 12 billion dollars 
a year is heading for 50 billion and is 
expected to stay there. 

Spies for the Kremlin infiltrated the 
highest -reaches of U.S. Government. 
Individuals who are suspect had a hand 
in shaping decisions at the Yalta Con- 
ference, which gave Stalin concessions 
that helped him to control much of 
Asia. Others, also suspect, helped shape 
the policy that delivered China to the 
Communists. By guile, and aid from 
Americans, the Russian dictator gained 
for Russia and Communism what wars 
of the past failed to gain. 

American labor unions had to exert 
strenuous efforts to clear themselves of 
Communists. Stalin’s stooges precipitated 
some of the country’s biggest and most 
damaging postwar strikes. Even now, 
Communists hold offices in some unions 
and are trying to get jobs in key indus- 

tries where they can sabotage U.S. pro- 
ais duction at a flick of Stalin’s finger. 
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In U.S.: Budgets are upset, 
taxes skyrocket, industry is 
recast, individuals reshape 
their lives at Stalin’s whim. 
A twist of a wrist in the Krem- 
lin and Americans must fight 
7,000 miles from home. 


In France: The dominant 
political party in point of 
voting numbers bends its ear 
to Moscow for orders. Mos- 
cow viewpoints must be con- 
sidered in rearming, in deal- 
ing with Germany, in trade. 


In Italy: Communists, as 
the largest single party, must 
be considered. Stalin holds 
the key to labor trouble, to 
attempted revolution. The 
voice of Stalin holds import- 
ance in future rearming, in 
the attitude toward economic 
reforms. 
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How Stalin | 


In Britain: Political parties 
bend to blasts out of Moscow. 
Ranks of labor split on how 
far to go in meeting Stalin's 
wishes; how far to go in re- 
sisting at home, in the Empire. 


In West Germany: Stalin 
holds the key to future unity 
for the German nation. Trade, 
armament, ties with Berlin 
and East Germany must be 
tuned to what Moscow will 
accept, short of war. 


In Middle East: Stalin can 
turn disturbances on or off in 
lran, in Syria, in Egypt, maybe 
in Palestine. The hand of 
Stalin is seen manipulating 
nationalist movements at the 
expense of the West, which 
i needs Middle Eastern 
oil. 
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in India: Nehru must look 
to Moscow for signals. A 
frown from Stalin and Burma 
may fall, putting Communists 
on India’s eastern border. 
Tibet, on one flank, has fallen 
to Communism. From Moscow 
can come orders that would 
generate internal political 
trouble, turn China into a 
threat. 


in Latin America: Vital 
unions in tin and copper mines 
take orders from agents out 
of Moscow. A signal, and 
trouble can be stirred. 


in the South Pacific: Agents 
of Moscow have stirred wars 
in Malaya, Indo-China; rebel- 
lion in the Philippines. A 
wobbly Government of Indo- 
nesia must watch the turns 
of Communist policy to sur- 
vive. 


In Japan: The wishes of 
Stalin must be kept always in 
mind in dealing with U.S. 
Moscow’s forces flank Japan 
from the north, lie close at 
hand on the west. Out of the 
Kremlin come orders that 
sway political opinion of mil- 
lions of Japanese, raising 
doubts about its future. 


Everywhere, Stalin, sitting silently in the Kremlin, is the 
figure who sets the course. In his hands lies the power of 


war or peace, often of boom or depression, of inflation or 
deflation, of revolution or stability. Stalin, in effect, runs 


the world. 
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A dictator in Moscow, running a sec- 
ond-rate show, has the United States up- 
set, jittery, feeling insecure, with millions 
afraid. Officials are ordering the dispersal 
of U.S. industry, people are digging 
bomb shelters, personal lives are being 
planned by what Stalin may think or do. 

In near-by Canada, unions also have 
attempted to purge Communists, but not 
with complete success. Communist-led 
unions are entrenched in Canada’s vital 
nickel-mining industry and in industries 
engaged in producing atomic materials 
and radar equipment—key spots for sabo- 
tage if Stalin gives the word. 

In Europe. What Stalin has done to 
Europe is something to behold. His per- 
sonal followers in Western Europe are 
numbered in millions. His agents control 
powerful political parties, large unions 
of workers, newspapers. They infest 
armies, navies, police forces, diplomatic 
corps. Nations are afraid to rearm vigor- 
ously because of what Stalin might think. 
The thought of Russian armies marching 
westward, of Russian planes flying with 
atomic bombs, causes whole peoples to 
consider playing ball with the inscrutable 
man in the Kremlin. 

In Great Britain, the strength of Com- 
munists as a political party is low. Yet the 
influence of Stalin is great in key spots. 
A Communist heads the union of coal 
miners, a union that can stop operations 
of most British industry. Communists 
are also powerful in the electrical indus- 
try, the railroads, among dock workers 
and in the British Government’s Civil 
Service. 

Three atomic spies have turned up 
in Britain—scientists who had access 
to the most vital atomic information 
and gave it to Russia. Diplomats of 
doubtful loyalty have disappeared. Just 
recently, an official of the Admiralty 
admitted membership in the Commu- 
nist Party and is to be assigned to a 
“less sensitive” post. How many officials 
have joined the party and haven't told 
is a Communist secret. 

Playing right along the Communist 
Party’s line is the left-wing Labor Party 
group led by Aneurin Bevan. Mr. Bevan 
objects to vigorous rearmament, Amer- 
ican bomber bases in Britain, American 
leadership in world affairs. So do the 
Communists. Their main strategy in Bri- 
tain today is to weaken the U. S.-British 
alliance. Result is that British politicians 
are forced to keep an eye on Stalin and 
what he wants, and adjust their policies 
to Kremlin moves. 

France has an even tougher Commu- 
nist problem than Britain. The Commu- 
nists are the largest political party in the 
country. One out of every four French- 
men votes the Kremlin ticket. Stalin’s 
agents direct unions in which 2.5 million 
French workers are enrolled. They are 
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strong in Government arsenals, aircraft 
factories, auto works and tank plants. 
They are in a position to sabotage power 
plants, railroads, shipyards and docks—and 
on occasion have done so. Nobody knows 
how many soldiers and sailors are Stalin’s 
converts. It is known that until recently 
a Communist had charge of France’s 
atomic-energy development. And French 
politicians must constantly trim their pol- 
icies to Kremlin wishes. It is a big ques- 
tion whether France would prove reliable 
if Stalin called for a showdown. 

In Italy the situation is even worse. 
Communists are stronger there than in 
any other country of Western Europe. 
They have spent more money, stored 
more arms and gained more local power 
than anywhere else. The Communist 
Party polls more than a third of the vote; 
Stalin’s agents are powerful in Italian 
unions and the dictator’s wish is strong in 
Italy’s 57 most important cities. 

All through Europe, in fact, Stalin’s 
word is law to important groups. Even in 
Western Germany policies must be geared 
to Moscow, for Stalin calls the tune in 
trade with Eastern Germany and Europe, 
and his attitude must be carefully ap- 
praised when it comes to rearmament and 
rebuilding German industry. 

Asia just now is Stalin’s playground. 
With China under control, Soviet agents 
are stirring up trouble all through this 
heavily populated area. War against the 
United Nations is called on and off in 
Korea as Stalin changes his mood. Jap- 
anese leaders keep a wary eye on Krem- 
lin intentions as Communists clamor 
against U.S. military bases and Soviet 
forces deploy on Japan’s flank. 

Constant warfare is being fought be- 
tween French forces and Communist 
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AT STALIN'S WHIM: RUBBLE IN KOREA 


guerrillas in Indo-China. Chinese Com- 
munists are giving active aid to Indo- 
Chinese forces and provide them with 
training grounds in China. In Malaya, 
100,000 British troops are kept on the 
go fighting Communist bandits as plant- 
ers and mine operators go about their 
business armed. It is unsafe in either 
Indo-China or Malaya to venture far from 
protected settlements. In the Philippines, 
Stalin has taken over the Hukbalahap 
movement and his “People’s Liberation 
Army’ is harassing the countryside, while 
other agents stir up unrest among work- 
ers in Manila and other cities. 

This constant gunplay has its effect 
elsewhere in Asia. In India, Prime Min- 
ister Jawaharlal Nehru tries to walk a 
tightrope between East and West while 
quieting Communist agitation at home. 
Meanwhile, he has seen Tibet fall to the 
Kremlin, via Chinese conquest, and quiv- 
ers as Stalin’s agents threaten to take 
over Burma on another border. Indo- 
nesia, now independent of the Dutch, 
has its own Communist problem. And 
beneath the unrest are some 9 million 
Chinese living in Southeast Asia, many 
of whom are now believed to be doing 
the bidding of Russia’s Stalin. 

In far-off Australia and New Zealand, 
Communist agents have a strategic hold 
on the clerks’ union and unions of iron- 
workers, coal miners, building workers 
and communications system. In both 
places they are able to cause crippling 
water-front strikes. 

In the Middle East it is the same 
story. The Stalin-organized Tudeh party 
is ready to take over Iran if oil refineries 
are abandoned by the British. Kremlin 
agents are busy agitating among Arabs 
in Hashemite Jordan, Syria and Lebanon, 


AT STALIN‘S WORD: RIOTS IN IRAN 
. . . @ whisper, and armies move; a frown, and nations shudder 





influencing the policy of Western nations 
toward those lands. Egypt reflects Stalin’ 
pressure in agitation against the West and 
against European control of the Sued 
Canal. 

Turkey has successfully avoided inter 
nal pressure from Communist agents, but 
with Russia on their borders, the Turk 
have been mobilized ever since 1939, 
Stalin keeps Turkey constantly in fear of 
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attack as he makes threatening gestures 
at the Dardanelles, long an object a 
Russian ambition. 

Even in Latin America, thousand 
of miles from Moscow, Stalin is busy. His 
agents fomented and prolonged a strike 
in Chile’s copper mines; he has the strong, 
est movement in the Western Hemisphere 
in Guatemala, and is ever ready to create 
trouble in Bolivia’s tin mines. 

Communist parties aré well organized 
to do Stalin’s bidding in Brazil, Cub: 
and Costa Rica. They fomented iots 
during a 1948 Inter-American confer 
ence in Bogota, Colombia. Agents are al 
work in oil unions in Mexico and Vene 
zuela and among mineworkers in Mexico 
Throughout Latin America, Stalin hi 
people who are always ready to blame 
the United States for everything thi 
happens to go wrong. 

This man who has nothing to sel 
but slavery, who has never hesitated t 
kill great numbers of his own subject 
who lives in such fear of his own peopl 
that he is never without an armed guard 
has nevertheless spread his influence t 
all corners of the world. His own cou 
try is one of the world’s most backward 
yet statesmen of the most advanced m 
tions respond to a twitch of his finge 
Joseph Stalin, running the world, mé 
well be astonished that he is. 
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’ Air support for foot soldiers is 
f issue in a battle for more 
planes. Troubles in the Korean 
war started it. 

Army wants to boss the air 
yer the front lines. Changes, be- 
ng argued, can alter the whole 
pattern of U.S. air power. 


A new kind of fight over the use of 
air power is brewing within the U. S. 
military services. This fight involves 
the Army and Air Force, whereas the 
lat one revolved around the Navy 
and Air Force. 

The developing struggle centers on 
the military problem symbolized by two 
technical-sounding words: “tactical air.” 
The Army is not satisfied with what the 
Air Force is offering in the way of tacti- 
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Support Planes: Only 


THE NAVY operates under an 
umbrella of its own carrier-bused 
fighter planes 





IR SQUABBLE: WHAT IT’S ABOUT 


Army Wants More Protection for Troops 


tegic air.” They like to center attention 
on “Buck Rogers” types of planes to sail 
over great distances to drop atomic 
bombs. The complaint is heard that un- 
til recently they virtually ignored the job 
of helping out the doughboy on the 
ground. 

A struggle for more tactical aviation 
to support the Army has been going on 
for a long time at operational levels. The 
public, however, has heard little of it. 
The fight came into the open with war 
in Korea. Then the Air Force was found 
to have no tactical aviation available. It 
had to draw 150 pilots out of National 
Guard units almost overnight, and ship 
them to Korea in a desperate effort to 
provide any close support at all for the 
Army. 

The Navy and Marines, by contrast, 
turned up with highly perfected tactical- 
aviation units. Results on the battle- 
field, where Army troops suffered for 
lack of effective air aid, produced sug- 
gestions in Congress that the entire tac- 
tical-aviation job be turned over to the 









THE AIR FORCE protects its bases 
and escorts its long-range bombers 
with swarms of its own fighters 


... has to ask the ir Force, the Navy, or Marines for air support and air cover 


Marines and Navy, or to a special new 
air force for the Army. The mere sug- 
gestion was enough to bring the Air 
Force to the boiling point. 

Now the problem is coming around to 
a question of money. The services are 
getting down to planning their budgets 
for fiscal year 1953. Before Congress 
gives them the green light for another 
huge spending spree, it wants two things: 
A test of the merits of the Air Force 
theory and practice of tactical air sup- 
port, as compared with the Navy-Marine 
system; and a tactical-aviation plan that 
all the services can agree upon and put 
into practice. 

The Air Force plan, under the cir- 
cumstances, is to ask for more men, 
planes and money. It wants 20 to 40 new 
groups of fighters and fighter-bombers, 
which could be used for “tactical air,” 
plus another 13 to 18 groups of other 
planes. The idea is that a 150-group 
Air Force is required, if it must fur- 
nish plentiful close support for the 
Army. The Air Force at present has 89 


the Army Lacks Its Own 





THE M 
the aid of their own fighters and 
bombers 
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groups, is building toward 95 groups by And it wants something more definite fighter-bombers onto target. The 
July 1, 1952. than Air Force promises to do better on plane fires a smoke rocket. If he 
Extra cost of expanding to 150 groups _ tactical aviation. the target, he gets more directions fy 
will be 10 billion dollars the first vear. The Army left “tactical air” up to the — the controller. Once on target, the ent 
After that, costs will hover around 30 Air Force in 1948 and 1949. As a result, flight rockets, strafes and bombs 
billion a year for the enlarged Force, if it found itself when the Korean war enemy. Pilots can shoot up an area with 
suggested plans are approved. Present started with one Army Signal company 150 feet of their own troops, beca 
budget is 20 billion a vear. for air-ground operations, ini an Army of _ they are trained for just such co-ordinat 
The new groups, if authorized, will 550,000. The Air Force had one Tactical — work. 
include 1,500 to 3,500 planes in the line, Air Control Group. Few pilots were Marines, in this manner, concentraf 
plus an equal number in reserve. From trained in close-support tactics. Yet, in all their fire power, including that 
200,000 to 400,000 more men and offi- Korea, the Marines showed how air-sup- planes, on the immediate enemy targe 
cers will be needed, too. Many will have _ ported attacks could pay dividends in The man at the front decides where 
to be drawn from the Air Volunteer Re- _ lives saved and objectives taken. needs help. His request gets top priori 
serve of World War II officers. For the future, the Army is asking for quick response. 
All added groups, under this plan, are a new deal. It wants a voice in the de- Under the Air Force system, by egy 
to be owned and operated by the Air sign of close-support planes. It wants a _ trast, requests from the front go throug 
Force. AF generals will decide how and fixed schedule for joint Army-AF train- “filter” points. An Army company nd 
where they will train, what kinds of am- _ ing. mander hitting an enemy hill may ag 
munition and tactics they will use. In The Army demands, too, that ground for aid. His request goes first to a coor 
training, or in actual operations overseas, | commanders get direct control of at least dination center, where someone may de 
cide that artillery can help him best. 

If artillery cannot do the job, the re 
quest goes to a Joint Operations Center, 
There, Air Force officers decide, with 
Army officers’ advice, when and how to 
strike the target. They send planes to the 
area where the Army unit is pinne( 
down. An observation plane directs the 
flight onto the target. 

The Air Force system gives close sup 
port in another way, too. Certain fights 
of fighter-bombers going over the front 
lines, on their way to strike enemy reat 
areas, may be hailed by an Air Fore 
ground controller at an Army regimental 
headquarters and told to hit a certaif 
target. 

This system is more cumbersome 
the Marines’. And since neither t 
Army nor Air Force was trained in if 
use, the system was especially hard f 
set up in Korea. 

: miei, These opposing methods dy q 
as ™* support for the infantry were headed f@ 
JOINT CHIEFS BRADLEY, VANDENBERG, FECHTELER, COLLINS lice aes es the ae, 
...an end to bickering at budget time? in Southeast U.S. The Navy and Marineg 
welcomed the test. But the Air Fore 
the Air Force will keep full control. Only some planes, when a big offensive be- balked, and got the joint maneuvers 
the AF will decide how many planes are _ gins. If it fails in these demands, the _ sidetracked. 
to be assigned to close-support missions Army probably will uncork a drive for a Representative Carl Vinson, chairman 
at any given time. special Army air corps modeled after of the House Armed Services Commit 
This follows Air Force doctrine. The the Marines’ air arm. tee, insists that such a test be held. 
AF puts close support, the use of planes Marine aviation appeals to the however. Otherwise, he threatens, hel 
as artillery against enemy strong points, Army because it is dedicated entirely to will urge a full-dress investigation intog 
at the bottom of its priority list. It says close support of ground soldiers—and be- _ service bickerings. 
this use of planes is uneconomical except cause it works. That results from intense Such threats, plus the services’ desitt 
in small landings. It wants planes in a joint training of air and ground units. for a united front on the 1953 budget. 
battle zone to be commanded by an air In a typical attack, Marine planes fly probably will produce a compromis} 
general, who can concentrate all planes, top cover over their troops just like the Pentagon plan on tactical aviation. 
first, on the enemy’s air force, then on combat air patrol over a Navy task force Any plan that comes up is likely t 
his supply lines. If Army commanders at sea. When a company commander on cost the taxpayers several billion dollar} 
control the planes, says the Air Force, the ground runs into an enemy strong at the outset. The arrangement will have) 
they will be parceled out in small, vul- point, he asks for bombers’ aid. His bat- to gaurantee the Army more air aid that 
nerable groups, tied down to jobs that  talion “ground controller” radios the re- it now gets. As things stand, the Army i 
artillery should be doing. quest to a Tactical Air Direction Center. the largest of all the services, with tht] 
The Army is not going along with the __ It directs planes to the exact spot where _ broadest _ responsibilities. Yet it is thy 
Air Force plan. It favors a much smaller _ trouble exists. only branch of the forces without its owi9 
expansion, perhaps 10 or 20 air groups. The ground controller then “talks” the air cover. 
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SPAIN—DOLLAR-HUNGRY FORTRESS 


Billions Will Be Needed to Put It in Repair 


Building a defense bastion in 
Spain is to be quite a job. 

What Franco has—mountains, 
man power and good base sites. 

What he needs—arms, planes, 
ships, roads and railways. 

Charles S. Foltz, Jr., European 
News Editor of U.S. News & 
World Report, was a correspond- 
ent in Spain through the civil war 
and World War Il. He watched 
Franco's rise. He went back this 
summer to see what it will take 
to build a fighting ally. Here is 
his report. 


MADRID 

Flying around over Spain, you see 
in sharp focus why the country is 
getting new attention as an important 
link in West European defenses. 

From the air, military maps become 
realities. A few miles from the sea, any- 
where in Spain, the plane climbs above 
the Castilian plateau and you see what 
a rugged, tangled mass of forbidding 
rock, chasm and mesa covers the coun- 
try. Here and there, high in the moun- 
tains, are protected plateaus that could 
be fighter landing strips, and thousands 
of hidden valleys that would make ideal 
hideaways for guerrillas. 

As you fly down the Ebro Valley, 
looking north to France, the Pyrenees 
become not just mountains on a map, 
but a tremendous barrier of rock a 
hundred miles wide rising abruptly from 
the Atlantic on one side and the Medi- 
terranean on the other. This is not 
just a chain of mountains. It is a 
tugged defense area, almost roadless, 
thinly populated, its 10,000-foot peaks 
glimpsed only occasionally. At those 
peaks, Spaniards say, Spain ends and 
Europe begins. 

It’s when you come down to earth that 
the strategists’ dream begins to come up 
against realities. The taxi at the Madrid 
airport is an example. The driver says 
his car is a 1921 “Doad-hay”—his way of 
pronouncing “Dodge.” The high-wheeled, 
brass-trimmed vehicle has a Chevrolet 
radiator, Fiat headlamps, Hispano-Suiza 
rear wheels, rear seats taken from a 
1928 Ford and an exhaust pipe that the 
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driver insists came from a Harley-David- 
son motorcycle. 

Don't think the “Doad-hay” is unusual. 
There are 4,000 taxis in Madrid and 
only 30 of them are models later than 
1936. Most date between 1915 and 1926. 
There are old Paris taxis, now operating 
here, that carried French troops to the 
Battle of the Marne in World War I. 

Spain today is not unlike the “Doad- 
hay.” 

No country in Western Europe has 
worse roads, worse railways, worse roll- 
ing stock, worse vehicles. It’s a nation 
that cannibalizes its past wealth to keep 
going. Behind the flashy new buildings 
and the great, showy blocks of “workers’ 
housing” is a rattletrap economy which 
most Americans would regard as expert- 
ly mismanaged. There are widespread 
stories of official graft and corruption. 
The gap between the rich and poor is 
wider now than it has been at any time 
in recent history. Official statistics show 
that 83 per cent of the people have less 
than a third of the wealth. The ultra- 
rich 5 per cent own 38 per cent of the 
wealth. 

And Spain remains a police state. 
There is no freedom of assembly, no 
habeas corpus, no press freedom. People 
can be, and are, arrested, jailed and re- 
leased without trial or explanation. 
There is less press criticism of the Gov- 
ernment and its works in Spanish news- 
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papers than there is in Moscow’s Pravda, 
although this does not mean that the dic- 
tatorship is as complete and ruthless as 
the Communist dictatorship in Russia. 

But Spain—like the “Doad-hay”— 
runs. It runs slowly, with pain and trou- 
ble. It needs everything. It cannot keep 
up with any other Western country. But 
it runs. Now Spaniards, hearing of U.S. 
military interest in their defenses, are 
expecting America to build a wonderful 
modern, streamlined economy for them. 
They are all set for what they sincerely 
expect to be the biggest blowout of a 
thousand years of spending. 

The Government and its supporters 
give the impression that Francisco Fran- 
co, Spain’s dictator, can just about name 
his price for an alliance with the U.S. 

“Franco was right,” they say. “We can 
get along without the U.S.—not well, 
true; in fact, badly—but the U.S. can- 
not get along without us.” 

From Spanish military men, bankers, 
economists, financiers and politicians, it 
is possible to form a picture of how much 
the U.S. would have to pay for defense 
facilities in Spain: 

Top estimates are based on an assump- 
tion that European defenses will be un- 
able to hold the Russians north of the 
Pyrenees and that Spain would become 
a battleground and evacuation center for 
all Europe. Estimates of the dollar cost 
for girding Spain for such a role start at 
1.8 billion dollars. One Spanish banker 
thinks the cost would be nearer 3 billion. 

A major item in all such estimates 
is that covering communications. For 
Spain’s railroads alone, it is estimated 
that 800 million dollars is needed for 
equipment, and for double-tracking the 
main routes. Roads and highways would 
take 200 million dollars; ports, 100 mil- 
lion; farm machinery and materials, 200 
million; power equipment, 100 million. 

No such elaborate, costly job is taken 
seriously by Americans here. But many 
economists are convinced that only with 
such a complete overhaul of the econ- 
omy could military planners expect to 
get 40, or even 20, Spanish divisions to 
leave Spain for service in Europe. 

To give an idea of the land-army prob- 
lem: Spain has about 250,000 men under 
arms and organized, on paper, into 22 
divisions. But, since 1939, no more than 
two battalions of infantry have parti- 
cipated in the frequent maneuvers along 
the Pyrenees frontier. Lack of equip- 
ment and communications in that area 
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are handicaps. But the fact is that the 
primary task assigned Spain’s Army is 
to keep order at home, not to fight off 
a foreign invader. 

Defense planners, looking for fighting 
men for Western Europe forces, are fas- 
cinated by the fact that it costs only $248 
a year to maintain a Spanish soldier, 
compared with about $3,000 for an 
American soldier. The difference is, of 
course, that the Spanish soldier moves 
on rope-soled shoes, not rubber tires; 
eats food that an American soldier 
wouldn’t tolerate and is equipped with 
small arms and mortars that would be 
museum pieces in the U.S. 

In addition, the record of the Spanish 
soldier in modern times suggests that 
he is an excellent guerrilla fighter at 
home, but an undisciplined and poor 
combatant outside Spain. The record of 
the Spanish Blue Legion on the Russian 
front'in World War II, as recorded in 
German military reports, is far from bril- 
liant. In the private opinion of most 
American, Spanish and other military 
observers in Spain, even a well-equipped 
Spanish Army would not be able to hold 
the Russians at the Pyrenees. Once in- 
side Spain, an invader would find guer- 
rillas making things hot for him. 

In strategic terms, what most interests 
U.S. military’ observers here is three 
defense triangles (see map on this page). 

In naval thinking, the deep-water 
fjords of Galicia in the Northwest are 
important primarily because they must 
be kept out of the hands of enemy sub- 
marines, eager for bases on the Atlantic. 
Ferrol is the main Spanish naval base 
where deep salt-water bays reach miles 
into the lush green country of Galicia. 
Drydocks and other naval installations 
there need much modernization. Lugo’s 
air field is considered third-rate by U.S. 
Navy fliers, but could be developed. 

Across Spain,.in the Cartagena-Va- 
lencia-Alcudia triangle, U.S. Navy men 
find much to interest them. Cartagena 
has submarine pens that, with a little 
modernization, would be suitable for the 
U.S. It has well protected anchorages, 
several usable drydocks and the_ best 
shore installations in Spain. All need to 
be brought up to date. 

Valencia, surrounded by a network of 
canals, has been a major Mediterranean 
port since Phoenician days. Now some 
Navy men consider it potentially more 
important than Cartagena as a naval and 
naval-air base. 

Mallorca Island has long been con- 
sidered the naval prize of the Western 
Mediterranean. The bays of Palma and 
Alcudia are capable of taking the world’s 
biggest fleets. 

Development of this triangle by the 
U.S. would take American sea power 
some 600 miles closer to the danger 
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spots in Europe than the bases now de- 
veloped in French Morocco. As naval 
strategists see it, even if an invading 
force from Europe broke through the 
Pyrenees, a relatively small land force, 
backed by sea-based air power, could 
protect the triangle. 

U.S. air officers are not so enthusias- 
tic about the Cartangena-Valencia-Alcu- 
dia triangle for their purposes. Most of 
them rule Spain out as a base for stra- 
tegic bombing anyway. They would rath- 
er rely on Morocco, Tripoli and Turkey. 
They don’t want big strategic bases and 
supply centers in Spanish areas which, 
they feel, may be threatened by land 
armies. 

Looking around Spain, U.S. airmen 
are not interested in Lugo or Barcelona, 
the former because its rugged terrain 
makes it a poor operations base and the 
latter because of its exposed position. 
There are objections to Madrid air- 
dromes, too. In the words of one U.S. 
air officer: 

“The Madrid airport is 230 miles from 
the sea over some of the damnedest 
country and the worst railways and roads 
in Europe. It’s also 2,300 feet above sea 
level. And all the fuel-storage space you 
see here now wouldn't keep a squadron 
of B-47s in the air for a single day’s 





© 1951, By U. S. News Pub. Corp. 


operation. It’s a fine field in the wrong 
place. We'd rather have a poor field in 
the right place.” 

Of major interest to the U.S. Air 
Force is the Cadiz-Huelva-Seville  tri- 
angle. It is deep inside Spain, across the 
peninsula from the Pyrenees. And it 
contains the Guadalquivir, a river which 
is navigable for ships of 12,000 tons and 
more all the way up to Seville. 

Recently, U.S. air men have deflated 
the Spanish Air Army’s airfield figures 
considerably. Of 350 military airfields 
on paper, they found only 70 in exis- 
tence. The rest were emergency fields 
laid out during the Spanish civil war 
and not touched since. Most of the 70 
fields are small, but they could be en- 
larged for tactical support of operations 
in France. 

How much it would cost to modernize 
existing bases and build new ones is 
something that U.S. experts, so far, do 
not know. Navy and Air Force experts 
are just starting to look over the field. 
What they would like to do is take over 
the bases and run them, leaving the rest 
of Spain alone. But Franco doesn’t quite 
see it that way. He would like to have 
his country and his armed forces rebuilt 
by the U.S., giving American forces, 
in return, permission to use his bases in 
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time of war side by side with the Span- 
ish forces. 

Looking at Spain’s forces now causes 
U.S. military experts to shudder. 

Franco’s 23,000-man Navy has a fleet 
of six cruisers, 25 destroyers and eight 
submarines. All are obsolete. Some can- 
not put to sea. They carry no piece of 
equipment developed in the last 20 
years. The 40,000-man Air Force has 
about 400 planes—perhaps 250 of them 
are capable of flying. The land Army— 
like Spain’s whole economy—lacks every- 
thing. 

No visitor to Spain can fail to be im- 
pressed by the buildings in Madrid and 
surrounding areas, the show place of the 
country. University City is a glistening 
wonder of modern architecture set in 
beautifully landscaped parks. In parts 
of Madrid there is block after block of 
attractive “workers’ housing” apartments. 
But workers can’t afford them. 

Actually, a Madrid worker with a wife 
and two children pays about a quarter of 
his take-home pay to live in a single 
room with no bath or kitchen. Many live 
in caves. One family lives under the fair- 
way of the third hole of the Pedralbes 
Golf Club in Barcelona—the four of them 
existing on a weekly wage that wouldn't 
buy one golf ball. 
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As for living costs in general, the 
worker can buy only half the food, shel- 
ter and clothing he could in 1936. Liv- 
ing costs are nine times what they were 
then. Wages are up, too, but at a rate 
only about half that of living costs. 

The contrast in the way of life be- 
tween upper-income and lower-income 
Spaniards reaches fantastic proportions. 
In popular Madrid cafes it is the fashion 
for young men of money to drink whisky 
and soda, “like Americans.” One such 
drink costs the equivalent of three days 
of pay for a worker with a wife and 
two children. There are scores of res- 
taurants in Madrid, Bilbao, Barcelona, 
Valencia and Seville where the check 
for one good dinner comes to the amount 
taken home by an unskilled married 
worker after a week of 12-hour days. 

The Spanish picture is by no means 
all black. On the contrary, there is every 
indication that the country’s economy is 
improving. Apart from the dollars ad- 
vanced by the U.S., the outstanding 
contribution to this improvement is rain. 

Until the rains came, many parts of 
Spain had been blighted by eight years 
of drought. But food will be more plenti- 
ful this autumn and winter. Wheat 
stocks, stored away against the possibil- 
ity of another low harvest, have been re- 


leased to make white bread for Madrid 
and Barcelona. Eventually, other cities 
will get it, too. Chances are the worker’s 
lot will improve from now on. 

The really surprising thing about the 
whole country is the amount of zip 
that is evident in the people. They 
fought Europe’s bloodiest civil war of 
modern times. They suffered greater pri- 
vations during World War II than some 
of the countries that were actually in- 
vaded. They went through eight years 
of the most blistering drought Spain had 
known in a century. 

They have come out of it with 5 mil- 
lion more people than they had in 1936 
and with a zest for life that no dictator 
could crush if he wanted to. 

And what about the dictator, Franco? 
His future is a matter of speculation 
everywhere. Some say that if and when 
a U.S. alliance is concluded and dollars 
come into Spain, he may step out. He 
professes a desire to retire to his native 
Galicia. 

But he loves the plaudits of his fol- 
lowers and feels he has done well. His 
supporters tell him that he has saved 
Spain from Communism, from World 
War II and from hunger—so now he must 
remain in power to help Spain save the 
world from Communism. 
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Prosperity is moving in for an 
extended stay. Signs point to a 
boom the whole family can enjoy 
for a long time ahead. 

There will be plenty of every- 
thing. That includes jobs, spend- 
ing money and things to buy. 
Prices will not change drastically. 

What's ahead, barring big 
war: rising living standards even 
as U. S. piles a big arms program 
atop growing civilian business. 


A boom now being refueled is to 
develop into the biggest in the coun- 
trys history. It will be a boom in 
business activity and in incomes, not 
one in terms of sharply rising prices. 

More goods will be turned out by in- 
dustry than ever before. There will be 
more people with jobs than ever held 
jobs in the past. Incomes will be larger 
than ever. People will eat more, wear 
better clothes, enjoy more and_ better 
living quarters, own more automobiles, 
take better and longer vacations than in 
any past period. This assumes big arma- 
ment spending but no major war. 

Retail trade that has been lagging 
will revive and push ahead. Prices that 
had eased will firm. Pockets of unem- 
ployment that have developed will dis- 
appear as the months pass by. 

Prosperity is building up for an ex- 
tended stay. The boom will be fed by 
spending for arms. It will get well under 
way in the final three months of this 
year, will go on growing in the first six 
months of 1952, and probably will reach 
its peak in the final six months of that 
year. 

What happens after that will be re- 
lated to what the nation decides that it 
wants permanently in the form of arma- 
ment, and what it intends to do in sup- 
plying its allies. But, as of now, the 
boom seems certain to continue well 
into 1953. 

Armament making is to have wide- 
spread effect. Industry, to fill orders for 
arms and to meet civilian demand, will 
need to work harder than ever. The rate 
of output in this year’s April-June quar- 
ter was 223 per cent of the prewar 1935- 
89 average. But in 1952, as the chart on 
page 21 shows, production promises to 
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AHEAD: BIGGEST BOOM IN HISTORY 


Record Output, Jobs, Pay, Spending in ‘52 


approach two and a half times the pre- 
war rate. 

Production will go down sharply in 
some lines, up sharply in other lines. 
Gains in output will more than offset 
losses. Defense business will move in, 
but will not take over the economy as it 
did in World War II. 

Fewer automobiles will be produced 
than in the record year 1950. But pro- 
duction of aircraft will more than double 
between now and late 1952. Industry 
will turn out many more tanks, many 
more artillery pieces. 

Auto makers, shifting to war orders, 
will produce more, not less, in 1952 than 
in 1951. 

Television production will be held 
down, but TV makers will have their 
hands full turning out electronic appara- 
tus for the military. 

There will be less aluminum and cop- 
per for the building industry, but much 
more for the armament industry. As 
1952 wears on, new steel capacity will 
begin to come into use, providing more 
steel to be processed into more things by 
more workers earning higher wages. 
The same goes for aluminum. 

As the output of basic materials rises, 
there will be a gradual increase in the 
volume of goods made of metal that 
civilians can buy. By late 1952 or early 
1953, Government will start taking off 
some of the restraints on production of 
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major consumer items—autos, refriger- 
ators, radios, TV sets. 

Living, even while output is under 
curbs, will not be badly crimped. Pro- 
duction of metal goods for civilian use 
will be reduced, but not cut off. People 
will not starve for goods. 

The auto industry will turn out about 
5.4 million passenger cars in 1951, which 
will be more than in any previous year 
except 1950. About 4.5 million will be 
produced in 1952. That still will beat 
any year prior to 1949. 

Appliances, plentiful now, will be in 
short supply in a few months. But pro- 
duction will pick up again before the 
shortages become very painful. 

Home building is declining. About a 
million homes will be started this year. 
In 1952, starts may drop below 850,000. 
At that, about as many homes will be 
built next year as in postwar 1947. New 
houses will be limited mainly by mate- 
rial shortages. Credit terms are being 
eased on cheaper houses, the kind that 
represents the bulk of the market. 

Goods needed for day-to-day living 
will be in adequate supply. There is to 
be no shortage of food, clothing or other 
essentials. Civilian services are not to be 
crippled. 

Families, even though they spend 
more than ever before, will be able to 
save toward the time when metal goods 
and houses become plentiful again. Per- 
sonal incomes, in total, were at an an- 
nual rate of 217 billion dollars just be- 
fore Korea. They are up to 250 billion 
dollars now, and will rise to an esti- 
mated 266 billion in 1952. 

Wages, despite controls, will keep go- 
ing up. Jobs will be plentiful at pay rates 
that will induce a lot of housewives and 
oldsters to go to work. 

By 1952, well over 65 million will be 
working. Not so long ago, many doubted 
whether this country ever could provide 
as many as 60 million jobs in a period 
other than all-out war. Employment al- 
ready has passed that by more than 3 
million, and more jobs keep opening up. 

Prices, here and there, will rise, but no 
new spiral is in sight. People are likely 
to find that their dollar in 1952 will go 
about as far as it does now. Government 
controls will keep most raw-material 
prices in check. After armament spending 
levels off, prices will be regulated by 
the market place. Huge capacity then 
will be available to take up the slack in 
civilian output. 
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Personal taxes will rise, but not 
enough to drain off the public’s increase 
in buying power. “Real” income will grow. 

Total spending—what the economists 
call gross national product—has increased 
from an annual rate of 275 billion dol- 
lars before Korea to 326 billion dollars 
last quarter, and will go up to an esti- 
mated 342 billion in 1952. 

What’s ahead, then, is a period of 
relative plenty, with high business ac- 
tivity, big incomes, record spending. 

Christmas trade in 1951 will break all 
records. The summer slump in consumer 
spending will not last long. 

Buying gradually will shift to the 
things that remain plentiful. 
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Some businessmen will lose as others 
gain. Dealers in automobiles will have 
fewer cars to sell. But the supply of 
cars, new and used, will be enough to 
keep them going. Appliance dealers will 
be hit hard. 

Billions that will be diverted away 
from hard goods will go into food stores, 
dry-goods stores, haberdasheries, drug- 
stores, filling stations, hotels. 

Restaurants will prosper as families, 
with more ready cash to spend, start 
eating out oftener. New fabrics that are 
coming on the market will find plenty 
of customers. 

More money will be spent on travel, 
vacations, entertainment, football games. 
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Vacation resorts, night clubs and gam- 
bling houses will do well. 

Farmers, in general, will be well off, 
with high incomes. There will be no 
farm price collapse. 

There will be annoyances. Maids, 
yardmen and clerks will be hard to find. 
Shoppers often will have to wait to be 
served. Minor hardware for the house- 
hold, in many instances, will be scarce. 

Still, living for most people will be 
good. This will be a boom that the aver- 
age family can enjoy. The country will 
build a vast military machine, but de- 
fense output will simply be piled on top 
of high civilian output. Living standards, 
in the process, will rise, not decline. 
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CONTROLS ONLY TEMPORARY 





EDITOR'S NOTE: How long is industry likely 
to be under Government controls? 

What are the chances for easing up on autos, 
television sets, steel for building, other items? Will 
all controls be relaxed together? 

To answer these and related questions, the edi- 
tors of U.S. News & World Report invited to 
their conference room Manly Fleischmann, who 
runs both the Defense Production Administration, 
which plans the over-all mobilization effort, and 
the National Production Authority, which exe- 
cutes the plans. 





MANLY FLEISCHMANN began his experience with 
Government control of industry in 1941, when he 
became assistant general counsel in the War Pro- 
duction Board’s Office of Production Manage- 
ment. Naval service, private law practice and law 
teaching in Buffalo followed. 

Last September he was made general counsel 
and last January Administrator of the National 
Production Authority. In June he became head of 
the Defense Production Administration also. 

Mr. Fleischmann is 43 years old, was graduated 
from Harvard and the University of Buffalo. 











Q Are you basing all your plans, Mr. Fleischmann, 
on the assumption that this period of control is a tem- 
porary one? 

A Yes. I firmly believe that the period of control 
will be a temporary one unless there’s a shooting war. 

Of course you understand there is one thing I don’t 
have control of, and that is the size of military pro- 
gram—lI dor ’t control that. Everything I have said on 
this subject depends on certain assumptions as to the 
size of the military program. If it goes along at about 
the currently planned rate, it seems to me highly prob- 
able that we can keep civilian industry going at an ade- 
quate rate and that controls will be a temporary evil. 

Q How about the 160-group Air Force? 

A I was going to mention that as an example—the 
minute they change the ground rules all my predic- 
tions would go out the window. 

Q I think you have spoken of 1953 as a possible 
termination time for the Controlled Materials Plan— 
am I correct about that? 

A I don’t like to speak of a termination time for 
CMP, because that supposes that we would wait until 
we could drop the entire plan at one particular time. 
I think it is much more likely that we will have a 
gradual adjustment and diminishing of controls as 
speedily as we can. Take the example of steel. I think 
with the alloy steel, such as nickel steel, you’re going 
to have to have that under control until the military 
program is really set and delivered. Whereas with 
carbon steel, with all this expansion coming along, I 
would look to eliminate controls in that area at a 
much earlier date. Or take aluminum vs. copper—if 
we don’t have the additional Air Force program, 
aluminum will be in very good supply by early 1953, 
whereas in copper we don’t see much relief. 






Q What about structural steel? 

A With structural steel it seems to me we are going 
to have our worst period in the last quarter of this 
year and the first quarter of next year, and it is really 
going to be a very difficult situation. I can’t overem- 
phasize how difficult that is going to be. The demand 
for structural steel is something over 225 per cent of 
the supply for the fourth quarter. That means this: 
There is a certain amount that has to go into military 
construction. We also take it as our orders to see to it 
that this basic industrial expansion goes ahead—the 
expansion of capacity to produce steel and aluminum 
and the nickel and synthetic rubber and the rest. We 
think that is the medicine that we need to get rid of 
all of this system of control, therefore we are going to 
put the steel and copper first into that program, even 
though it won’t be popular. Now when you have done 
that and taken care of certain military producers, like 
fellows that are building gun plants, or engine plants, 
and things of that kind, there is very little structural 
steel left over for any other purpose. 

Q Then you do have the means to divert to those 
channels? 

A Yes, we are giving them the structural steel they 
need. 

Q So the man who wants to build a big building is 
going to be out of luck? 

A He isn’t going to be able to build it. 

Q Are there any other articles that are not now 
under your system of controls that are liable to come 
into 1t? 

A Most of the important alloying elements are un- 
der control at the present time. There are some chem- 
ical products over which we have only a general con- 
tro] that are in short supply, like sulphur, for example, 
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Easing Is Expected in 1953 ... No ‘Austerity’ Unless 


Arms Plans Rise ... Write-Off for Taxes Is No Handout 


that might have to be more carefully 
allocated. 

Q How far can you look ahead, 
Mr. Fleischmann, assuming there is 
no all-out war, in telling us how 
many houses can be built and how 
many automobiles and _ television 
sets, and so on? 

A We operate on a quarterly basis. 
I have a pretty good idea of what 
the military program looks like for 
the first quarter, obviously, of next 
year. And when you know that, and 
you know that you’re going to press 
this industrial-expansion program 
very vigorously, as I certainly am, 
the other pieces almost fall into line. You know there 
is only so much metal, and you know, therefore, that 
you can’t take anything like the housing program and 
say, “We’re going all out in 1952.” It just can’t be 
done, the metal is not there. And you know that civil- 
ian production, as the military program reaches its 
peak, will probably be somewhat reduced. But if the 
military program doesn’t get any higher, civilian pro- 
duction isn’t going to be cut drastically from the 
present rates. 

Q Is there a period of real austerity ahead for the 
public, or will things remain constant? 

A I don’t believe there will be anything approaching 
austerity unless we have an all-out war. It is part of 
our program to see to it that there is an adequate sup- 
ply of civilian materials. After all, what we tend to 
forget is that 1950 was not only the biggest year of our 
history, but sensationally so. The production of all 
these items is at a record high, and after the 35 per 
cent cut in automobile production in the third quarter 
we were still making as many automobiles as we made 
in 1949, which was the biggest year in all history up 
to that time. Nothing like austerity seems to me to be 
on the books, unless the military program grows. 

Q What is the chief comment or lack of under- 
standing among businessmen with respect to your 
operation? 

A I think there are two, even though by luck or 
good management our public relations have been 
good. The first is the Controlled Materials Plan. Al- 
though I would say at least 80 per cent of the busi- 
ness firms approve, the steel industry in particular has 
been critical because CMP upsets their normal ways 
of doing business, and they feel that the historical 
pattern of distribution is adequate, except for direct 
military procurement. My own judgment, and that of 


Mr. Wilson [Charies E: Wilson, Di- 
rector of Defense Mobilization] and 
others who have made these deci- 
sions, is that mobilization is the an- 
tithesis of historical pattern. We are 
shifting from making automobiles to 
making machine tools and cargo car- 
riers and all the rest. You cannot 
do that without some such system. 
That’s the reason for that decision. 
That is one area. 

The other area, not so much busi- 
ness but the public, does not under- 
stand the tax-amortization opera- 
tion and feels many times that this 
has been a big handout by the Gov- 
ernment. The public is inclined to believe that because 
DPA has granted fast tax write-off permits covering 
9.3 billion dollars of industrial facilities that we have 
given industry that amount of money to build the 
facilities. Actually, as you know, we have only al- 
lowed industry to charge off the cost of these facilities 
in five years instead of 20 when figuring their taxes. 
Business put up the money. Government did not. The 
very enormous'expansion just in the lines we want has 
been obtained by the use of this device, and in the 
long run is not likely to cost the Government anything. 

Q And probably some of these things will be use- 
less to private industry when they’re through? 

A They’re running an extraordinary risk. Some of 
the expansion, to be sure, would have been carried out 
without this tax incentive. But it wouldn’t have been 
done so rapidly. This is a kind of incentive for doing 
this immense expansion job in a hurry—doing it now, 
when we need it. And I think it is a sound device. I 
think in the long run the Government will lose noth- 
ing by allowing these costs to be written off in the 
present period of high taxes. We will have all the 
benefits—such as increased productivity, increased 
taxes—after the five-year period. I wish I could think 
that taxes will be at a lower rate then, but I doubt it. 

Q How large are your organizations? 

A The total number of people in the Defense Pro- 
duction Administration and the National Production 
Authority is about 6,000, as compared to more than 
20,000 in WPB [War Production Board] in World 
War II. I don’t believe we will ever be much bigger, 
and I think we can do the whole job just as efficiently. 

Q To what extent do any of these men pass upon 
problems where they might be financially benefited, 
either themselves or their companies? 


(Continued on page 24) 
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A Really, I have never seen such a case. In the first 
place, we have strict rules against it. But, beyond that, 
the intelligent businessman’s instinct of self-preserva- 
tion tells him not to decide his own case, and the min- 
ute he has a case involving his own industry he refers 
it to his superior or to me. We take the most stringent 
precautions, and I know of no abuse of that system. 

Q That has been the principal objection raised to 
the dollar-a-year man: that he came down here and 
owed his allegiance to his own company and the as- 
sumption was that he had a chance to distribute 
favors to his company—is that correct? 

A I believe that is poppycock and everything I 
have seen works just the other way. In the case where 
it could be argued by the remotest consideration that 
a businessman’s concern had some contrary interest 
they have leaned over backwards and have brought it 
to me or brought it to one of the deputies and said, 
“T want to get out of this case because maybe some- 
body would say my company was getting something 
out of it.” 


Avoiding Favoritism 

Q You've got a kind of honor system? 

A I am not exaggerating—I have seen no abuses 
of the system. Of course, it would be better-as a mat- 
ter of theory and political practice, I suppose, to have 
nobody with any allegiance to anybody but the Gov- 
ernment, but you cannot find such people capable of 
the enormous decisions these men have to make. 

Q In your industry divisions—for instance, in the 
steel-industry divisions, do you have steel men in 
there? 

A Yes. To distribute steel you need practical steel 
men, and that’s what we have and very good ones. 

Q And they are vigilantly observed by the compet- 
itors in the industries, which is the first check, is it 
not, against possible favoritism? 

A The competitors are always watching everything 
that we do, and I think it is a tribute to the business- 
men down here that we have had virtually no com- 
plaints this time. 

Q What does a businessman do who feels he has 
been unfairly treated on an allocation of materials? 

A In the first place I have set up a wholly inde- 
pendent Appeals Board. They’re not responsible to 
anybody but me—they don’t have any superiors in the 
chain of command, and I have never yet given them 
any order or instruction other than to decide cases 
fairly. They sit in a kind of semijudicial capacity. The 
hearings are very informal and brief. 

Q What type of decision do they make? 

A The typical case that they have is one where a 
particular industry claims that the historical pattern 
as applied to his industry has been very unfair, that 
there has been a strike in the base period, or some dis- 
tortion of their normal position. The Board can grant 
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adjustments in that connection and has been remark- 
ably successful. 

Q There must be a good bit of need for it, too— 

A Oh, it’s an absolutely necessary escape valve. 
We couldn’t do without it, literally. 

Q Are you proceeding on the assumption that you 
will not have a big war, soon, or are you proceeding 
on the assumption that you will have no war? 

A The general program on which we are operating 
assumes something less than all-out war. In other 
words, it’s a preparedness operation. 

Q How much have you had to cut back some of the 
more essential plant expansion programs because of 
the steel shortage? 

A I can’t fully answer that and I won’t be able to 
for a week or two. We’re just analyzing now the ap- 
plications for structural steel, but the over-all figure 
is two and a half times the supply, and the very large 
part of what we will grant during the first quarter 
will be just the most essential programs. 

Q Does that mean that even the steel industry 
might not get enough steel? 

A The steel industry does not get quite all it wants, 
but it gets enough, in our judgment, to take care of 
the most essential part of its expansion on schedule, 
as does the aluminum industry. 

Q Many projects will be delayed then? 

A Very many projects—public works, highways, 
much of that kind of thing will have to be deferred. 


How Products Are Judged 

Q Entirely, or just screened? 

A Let me answer that question a little more direct- 
ly. Take the new plant on the Savannah River, near 
the Atomic Energy Commission. You’ve got to have 
a school in a place like that. That I consider a part 
of the Atomic Energy project, as defense-related. But 
if you take a new transit system in a nondefense 
location—even if the community is growing, they 
will have to get along for a little bit longer without 
expanding those facilities now, so we can provide the 
materials for a more essential need. 

I think that the heaviest part of the industrial- 
expansion program will be concentrated in the last 
quarter of this year and the first quarter of next year. 
It will bulge over into the second quarter, but I should 
think by mid-1952 we can resume some of the less im- 
mediate industrial expansion and perhaps start to 
pick up on some of the public-works programs. 

Q Would you give us a similar statement of the 
outlook for automobiles, television and so on? 

A The considerations are somewhat different be- 
cause the automobile is largely a user of sheet steel, 
which is going to be in better supply before many 
other things, whereas things like television and radio 
make demands on copper and nickel and other items 
that are very short. 
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Q You couldn’t say by mid-1952, or early 1953? 

A The most important part of industrial expansion 
will be coming into completion in early 1953, at the 
same time the take of the military program starts to 
level off about that time, so unless there is a change in 
the military program the material situation ought to 
ease by 1953. As it does, we will be able to diminish 
controls and therefore allow comparatively normal 
civilian production. 


Three Metals Rule Output 

Q Would you say the Controlled Materials Plan 
would be pretty far-reaching and penetrating into 
our economic system? 

A Yes. When you take control of steel, copper and 
zluminum, which is done under the Controlled Ma- 
terials Plan, you do, for the period in which the plan 
operates, control the production of the nation. 

The reason for doing it is that in preparing the 
nation for war, which is what the mobilization pro- 
gram calls for, you have a rapid shift from the normal 
peacetime pattern of production, which is best re- 
flected in the peacetime pattern of steel, copper and 
aluminum distribution. 

Q You determine first what the military program 
needs in materials and then what is left goes to civil- 
ian production? 

A A basic decision was made by the President and 
Mr. Wilson, with which I am in complete accord, that 
since this is not an all-out mobilization and we are 
not involved in an all-out shooting war, and since 
furthermore the duration of this operation may be 
long or may be short, and not wholly within our con- 
trol, it would be a very real mistake to permit the pro- 
duction of consumer goods to disappear as was done 
in World War II. This would bring about enormous 
dislocations, economic and in terms of unemploy- 
ment, and all the rest, with only a moderately sized 
military program to take up the slack. This seemed 
to all of us a danger that should be avoided if humanly 
possible to do so, and we felt it should and could be 
avoided in view of the fact that the military program 
is not an all-out program in size. So it was decided by 
the President and by Mr. Wilson that it would also be 
a goal of our effort to keep civilian production going. 
But obviously, since two and two only make four and 
we need materials and equipment for the defense 
job, civilian production can’t go as fast as it was going 
in the all-out days of the summer of 1950, when we hit 
new production records every week in automobiles 
and televisions and radios and many other things. On 
the other hand, it has been definitely decided that it 
will not be allowed to die on the vine, if it can possibly 
be avoided. 

Another objective, which also has to be fitted into 
this puzzle, and it certainly is a puzzle, is this: We 
have felt that it would be possible to terminate con- 
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trols at an earlier date than would otherwise be the 
case if there could be immediate expansion of the 
production of basic materials, particularly steel and 
aluminum. 

And so it has been a matter of program and policy 
right from the start to obtain a very large increase in 
the capacity to produce steel, amounting to almost 20 
per cent ingotwise, and aluminum, amounting to 
something like 90 per cent in its expansion, and in 
the host of other much-needed materials. The theory 
of that being, lacking a shooting war, we would soon, 
perhaps by 1953, have enough additional steel and 
aluminuin and copper and other basic materials, to 
take care of military production, plus many of the 
other things that we normally produce. As that hap- 
pens, controls, which are a necessary evil, can be re- 
laxed and in some cases done away with entirely. 

Of course, while bringing about this expansion, 
you find that there is not metal enough left right now 
to do all of the other things that people would want to 
do. You can’t, for example, have unlimited production 
of farm machinery and textile machinery, important 
and desirable though those would be in normal times 
—the metal just is not there. You’re putting it into 
arms, and you’re putting it into a few specialized 
industries, like machine tools, and freight cars, and 
cargo carriers—and into expansion of basic industry. 


Aid for Small Manufacturer 

Q What would happen to a little user, say a manu- 
facturing jeweler who has only a small amount of 
material—how is he handled? 

A We have all kinds of special procedures which 
recognize the fact that the small fellow has a harder 
time in a period like this than his big competitor. In 
substance and in procedure, we exempt the smallest 
man from most of the regulations. The Act specifically 
provides that you should make the smallest fellow ex- 
empt. His break-even point is a different one from his 
big competitor, he has inadequate reserves—it is al- 
most impossible for him to survive on a reduced 
volume in a highly competitive situation. 

Q You have an allotment for the little fellow, in 
other words? Can he go to a steel producer and say, 
“IT want my 5-tons,” and get them? 

A Yes. It is compulsory to honor his request. Of 
course, in doing this, the normal customer-supplier 
relationships can be upset. It’s a problem that was 
never solved in World War II, but I have hopes that 
we are going to make a solution now. Let me give you 
an example. Ordinarily, of course, in a time of heavy 
demand, any company is free to pick and choose as 
to who gets his product, and quite naturally, and 
properly so, they give it to their regular customers. 
That’s the way American business is done and it’s a 
system we want to disturb as little as possible. 
(Continued on page 26) 




































































But when you have a system such as the setup in 
World War II, and which we now have, where com- 
pulsory allotment tickets are issued, it’s a very easy 
thing for anybody to go in and place his order on any 
steel mill, for example, and the steel mill has to honor 
it. And one of the things that troubled the steel in- 
dustry—and to a lesser extent the copper and alumi- 
num industry—all during World War II was the 
enormous dislocation of ordinary trade relationships. 
Take a man who customarily bought in Chicago be- 
cause he couldn’t get steel anyplace else. With his 
compulsory ticket, he can shift to some other com- 
pany that for one reason or another he would rather 
do business with, regardless of whether the company 
wants to do business with him. That produces a great 
crisscross, upsetting the normal relationships between 
buyer and seller. It’s a bad thing for the economy, not 
a good thing. It’s a bad thing because generally speak- 
ing the regular supplier can handle his customer’s 
order with more efficiency, more economy and with 
better results for industry. 

So what we are trying to do, which was never ac- 
complished during World War II, is to see if we can’t 
maintain and in fact restore that customer relation- 
ship. We’re thinking, for example, of instituting a 
system, and we’re working with the steel industry on 
it right now, under which the particular steel mill 
would have a preliminary period during which it 
could fill up its books, up to, say, 90 per cent of its 
capacity, with CMP orders from its usual customers— 
the allotments which they have obtained either from 
the Government or their self-certified allotments if 
they are the smallest users. At the conclusion of 
that period they would notify us that they were 
90 per cent filled, and they would then keep the 
remaining part open for those who had not been 
able to place their orders. In that way you would 
maintain a very large percentage of normal cus- 
tomer relationship. 


War Effort vs. Competition 


Q You have said that a mobilization economy 


doesn’t provide for growth. Doesn’t the requirement 
of a historical pattern of distribution freeze the rela- 
tionships between competitors and prevent a fifth or 
sixth fellow in an industry from coming up and per- 
haps taking fourth place or third place, which he 
normally would do? 

A I think that is unquestionably one of the great 
drawbacks and difficulties of any war or mobilization 
effort. Of course, it doesn’t interfere with a producer 
to the extent that he can get Government contracts 
and become a defense producer, because we do make 
metal available to the man who has the contract to 
make guns and tanks. But with others it could do 
exactly what you say. The steel industry tells me that 
they were actually using an informal system of that 
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kind anyhow, distributing metals largely on a histori- 
cal-pattern basis. 

Q Before the Controlled Materials Plan? 

A Yes. 

Q But since the mobilization? 

A Yes, because their demands were so much greater 
than their supply, and they had to have some informal 
means of doing it, and they usually used the historical 
basis. To change that was one of the reasons we put in 
the Controlled Materials Plan. 

Q Didn't you find that because machine tools were 
so necessary—so essential for the program—that you 
had to restore the incentives in the program that had 
been more or less impaired and make a price increase? 

A Well, I don’t have any control over the price 
aspects. We did find, however—and it is a matter of 
great concern to me, of course—that the production of 
machine tools had been held up because, among other 
things, the machine-tool people did not feel that the 
price ceilings which had been established gave them 
any incentive to expand production. Now, however, 
the present arrangements are far more realistic, and 
we are now placing tool orders with the machine- 
tool producers along the same lines that were used 
in the war effort, and I believe you will see a very 
large expansion in machine-tool production imme- 
diately. 


Ceiling That Cut Incentive 

Q You found that the ceilings which had been 
placed, didn’t provide—with the increased costs— 
enough of a margin to furnish the incentive for the 
production of machine tools, is that it? 

A That is substantially correct. It was not, of 
course, a part of the responsibility of the Defense 
Production Administration or the National Produc- 
tion Authority to make those determinations—but 
we knew we weren’t getting machinery tooled. 

Q Isn’t that likely to recur when some other factor 
like the tax program goes in, and they take a bigger 
bite out of all the profit? Isn’t there likely to be again 
a drop-off in incentive on the part of others who use 
the machine tools? 

A Of course the excess-profits tax is one of the 
factors and at the present time is one of the things we 
have to contend with, but I haven’t found it in the 
work that I am doing to be an immediate factor as 
much as the price ceiling. 

Q But the fact that you found the price ceiling 
could impair incentive makes it reasonable to suppose 
that you have to be watchful against anything that 
may impair incentives, doesn’t it? 

A My job is to get production. When I find that a 
particular price or tax program is impairing incen- 
tives I take that up with Mr. Wilson. That’s the theory 
of co-ordinating through that office. We did take up 
the machine-tool problem and I think we solved it. 
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YANKS ARE IN BRITAIN TO STAY 


U.S. Speeds Air Build-Up Despite Leftists 


U.S. bombers are to remain 
in Britain, despite political argu- 
ments. It’s a vital strategic air 
front facing Russia. 

American jets, long-range 
bombers, atom carriers occupy 
at least eight airfields, at Brit- 
ish invitation. ‘‘Left wing’ de- 
mands for a check on U. S. power 
are not to slow the program. 

Striking force of the U. S.-Brit- 
ish bases is growing. 


LONDON 

The U. S. is building up its air 
power in England, despite the misgiv- 
ings of British “left wingers.” The U.S. 
idea is to make Britain an even strong- 
er point in the crescent of strategic 
air power facing Russia. It is only 
about 1,600 miles to Moscow from 
American bases now in use or being 
built in Britain. Operating from these 
bases in event of war, American me- 
dium bombers will be able to make 
an atomic attack behind the Iron Cur- 
tain and return home. 

Left-wing Socialists, led by Aneurin 
Bevan, are demanding that Britain get a 
flat veto over use of British bases for any 
such attack. Differences over this issue 
are widening the split between the Bevan 
faction and the majority of the Labor 
Party. In this controversy the Labor Gov- 
ernment is standing by its guns, and the 
American air build-up in Britain is go- 
ing ahead. 

Under this build-up, the U.S. Air 
Force is completing three superairfields 
and starting a fourth. These are in addi- 
tion to at least eight fields that Amer- 
icans already are using. Forty or more 
B-50 bombers capable of delivering 
atomic bombs inside Russia are based in 
Britain now, and the number is to in- 
crease. Seventy-five of the latest jet- 
powered F-86 Sabres are being added 
to the 75 F-84 Thunderjets already as- 
signed. 

About 20,000 U.S. airmen and 5,000 
dependents are stationed on this island. 
There are antiaircraft units and a net- 
work of maintenance and supply. 

What the U.S. is doing is taking over 
small stations of the Royal Air Force and 
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expanding them. Britain provides sites 
and materials. The U.S. furnishes en- 
gineers and construction equipment. 

The four superairfields, capable of 
handling the biggest bombers now 
planned, are being built in the Oxford- 
shire area. The map shows where these 
and other American facilities are located. 
About 2,000 engineers from the U.S. 
have been working at three of these 
bases for a year. Each superairfield even- 
tually is to accommodate 3,500 officers 
and men. 

The U.S. Air Force already operates 
from a cluster of bomber bases north of 
London. Here B-50s are loaded with live 
bombs for practice over the island of 
Heligoland, in the North Sea. Sometimes 
there are training flights to Saudi Arabia 
or West Africa. There is practice in re- 
fueling from B-29 tankers. 

Newly assigned Sabres are being sta- 
tioned at fighter bases near the existing 
bomber fields. American Thunderjets ex- 
ercise along the south coast. 

Maintenance is centered at Burton- 
wood, not far from Liverpool. Americans 
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have built 48 square miles there into a 
“little Detroit” for the repair and over- 
haul of aircraft. 

It was a little over three years ago, in 
the days of the Russian blockade of Ber- 
lin, that the Labor Government invited 
the U.S. to station bombers and their 
crews in Britain. Many people feared 
that the Berlin blockade would blossom 
into a war, and the British wanted the 
protection of American bombers. That 
experiment relied primarily on word-of- 
mouth welcome. 

Even now, the blending of U.S. air 
power with British facilities rests mainly 
upon rather informal arrangements. Bev- 
an and his associates want these arrange- 
ments tightened. 

Aside from left-wing agitation, the 
build-up of American air power carries 
some delicate problems of getting along 
with the British people. The U.S. is try- 
ing to house and maintain its personnel 
well enough to keep morale high, and at 
the same time is attempting to enforce 
standards of discipline and diplomacy 
that will keep American comforts from 
making the British resentful. 

Airplane crews find a tour of duty in 
Britain fairly short, usually 90 days. The 
real veterans are members of the sup- 
port forces. They are about two thirds 
of the total. Many of them like it here 
so much they asked for an extension of 
duty when the Air Force gave them 
the chance. Now, however, there is a 
three-year limit. A heavy turnover is 
in prospect. 

The bringing in of dependents of some 
support personnel is a deliberate policy. 
Formerly airmen without families tended 
to get into trouble with gay British girls. 
Now families are a stabilizing influence. 

British reaction to the Americans has 
been tolerant and friendly, on the whole. 
British citizens, allowed to get only a 
scattering of new automobiles in 12 
years, sometimes show irritation at the 
scores of shiny American cars driven by 
airmen and their families. Still, in British 
drinking places, the American is received 
with a smile. 

Probably a majority of the British, ex- 
cepting mainly Communists and follow- 
ers of Bevan, look upon the growth of 
American air power as a protection for 
Britain. The wishes of Bevan and his fol- 
lowers are not expected to prevail any 
time soon. The American build-up in 
Britain is going ahead and is to gain 
speed rapidly in case of an emergency. 
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Moscow finds good shopping 
in the West. Vital trade is moving 
to the Soviet world, despite U. S. 
efforts to pinch it off. 

Russian traders are getting 
machinery, other war-useful 
goods for the timber, coal, raw 
materials Europe has to have. 

East-West trade, legal and ii- 
legal, is growing smaller. But 
the Kremlin still holds the edge 
in bargaining with the Allies. 


PARIS 
Russia, fighting a shrewd economic 
war in Europe, is winning. In the 
Washington-Moscow struggle over 
East-West trade, U. S. finds itself out- 
maneuvered at-nearly every turn. 
A survey, just completed by U.S. offi- 
cials in Paris, shows what’s happening. 
Russia and her satellites are getting 
more and more war-potential goods, 
more machinery and metals from the 
West. Western nations are getting less 
and less of the vital coal, grain and timber 
that they need from the East. 
A coal shortage in Europe is 


Soviet Is Winning War of Imports 
Strategic Goods Siphoned Away From Wes 


is a shortage item required for arms 
production in the West. A list assembled 
by U.S. authorities shows negotiators are 
using coal as a lever for trying to get: 
Aluminum from France, Norway, 

Austria. Iron ore from Sweden. 
Lead from France. Copper from 
Turkey. Zine from Italy. Tin from 
the Netherlands. Scrap iron from 
Germany. Ball bearings from Swe- 
den, Italy, France, Austria. Diesel 
compressors from Belgium. Con- 
struction equipment, mining ma- 
chinery, machine tools from France 
and Italy. Pyrites and abrasives 
from Norway. 

Country by country, the chart on page 
29 shows major, critical items that flow 
from the West into Iron Curtain coun- 
tries, and the kind of goods that come 
back in return. 

In dollar volume, this two-way trade 
is declining. Last year it came to about 
1.2 billion dollars. Now it may be down 
to a rate of 750 million dollars a year. 
In dollar value, the West has the edge— 
more goods go West than East. 

The type of trade, however, must be 
taken into account in determining who 
is ahead in the economic war, who is 
winning in these days of powder-keg 





strengthening the Soviet bargain- 
ing position, enabling Moscow to 
take the offensive in the trade fight. 
Strategic manganese also gives 
Russia bargaining power. As part 
of the trade offensive, a deliberate 
campaign is being conducted to 
siphon out of Western Europe as 
much as possible of the scarce, 
critical materials and equipment 
essential to Allied rearmament. 
With the Kremlin pulling the 
strings, Polish coal shipments to 
the West have been cut in half. 
To get more coal from Poland, the 
West must pay exorbitant prices, 
give up strategic supplies. Italy, 
which must import 90 per cent of 
its coal, has yielded to this pres- 
sure. France is giving in, too. 
The pressure is applied 
through Polish trade negotiators. 
Their shopping list appears de- 
signed as much for preclusive buy- 
ing—buying to deny scarce mate- 
rials to possible enemies—as for 
feeding the Soviet war machine. 
Every major commodity thev seek 
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-—Knox in Nashville Banner 


‘CURSE THE REDS, 
AND PASS THE AMMUNITION!’ 


a ue * c 
es Batedian 


tensions. When examined in this light 
the trade figures show that many article 
sold to the Soviet bloc are low in cog 
but high in strategic value. 

Microscopes, for example, represent 
only a small part of Western Germany; 
sales to the Russians—but the instn.§ 
ments are of vast importance in testing 
steel. Swedish measuring instrument 
are of comparable cost and significance, 
British officials discovered recently that 
a company producing spectrophotome. 
ters for Britain's Atomic Energy Con. 
mission was shipping identical instw. 
ments to the Soviet Union. 

Machinery exports from West t 
East went up one fourth last year, to 
nearly 270 million dollars. Yet Westem 
Europe’s total shipments eastward went 
down one fourth, to 546 million dollars 
from the 1949 level. Not all of the m: 
chinery, by any means, can be used to 
make arms for Russia and the nations 
under her thumb. Probably only a frac. 
tion is of direct strategic value. 

But by buying nonstrategic machin. 
ery from the West, Russia is able to 
concentrate at home on producing str 
tegic machinery. 

Britain alone, among Marshall Plan 
countries, is coming out even with Rws- 
sia in the economic battle. Britain 
does not need Polish coal. Russia 
does need British rubber. So the 
British have been able to obtain ¥ 
larger amounts of grain, meat and 
timber from Communist countries, 
without having increased last year’ 
flow of machinery and metal goods} 
to the East. 

Other Western European mt} 
tions, however, are in a squeeze} 
They are getting less coal an] 
timber from the East. They got 
only half as much bread grain las 
year as in 1949. These countries 
and Britain spent 660 million dol: 
lars in the East in 1950, largel ® 
for 3 million tons of grain, 12 mil 
lion tons of coal, nearly 500 mil- 
lion board feet of lumber-all es] 
sential to economies geared to Ie} 
armament efforts. Thus grain, coi} 
and timber are strong Weapon) 
that Russia is using to the utmos) 
in the East-West economic struggle 

The U.S., by pinching, probabl 
could shoulder Russia aside an 
supply the wheat, coal and lumbet 
that Western Europe needs. The 
cost, perhaps a_ billion dollars ! 
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Russia’s Lead in East-West Trade Battle 





@Britain—Electric generators, machinery, machine tools, rubber @West Germany— 


Steel products, machinery, machine tools @Sweden—liron ore, electrical equipment 
@Switzerland & Italy— Machinery @Belgium & Luxembourg—Wool, nonferrous 
metals, electrical machinery @Austria—Steel products, oil, raw materials @France— 
Wool, vehicles, steel products @Netherlands—Tin, machinery ®Norway—Fish, alu- 


minum, iron ore @®Denmark—Chemicals, ships 





@Russia—Grain, timber, wood products @Poland—Coal @Balkans—Meat, foodstuffs 


@Satellites—Chemicals, textiles : 








year, would be less than that of other 
aid offered the Allies. 

Many of these Allies, however, would 
regard such additional help as another 
U.S. attempt to interfere in their trade 
and: tell them what they can sell and to 
whom. Britain has made it clear, in 
statements of public officials, that she 
intends to keep on trading with Russia, 
that she will continue to sell limited 
amounts of rubber to the Soviet bloc. 

Britain’s position is that the U.S. can 
get along nicely without Russian furs 
and caviar, but that British, people and 
industries find Soviet-bloc foods and 
raw materials essential. The British in- 
sist, moreover—and so do the other West- 
ern powers—that economically and stra- 
tegically they get as good as they give 
in commerce with the East. 

These factors and others lead U.S. 
officials in Europe to the conclusion that 
it is best not to cut off all trade between 
West and East. They believe that what 
is needed, rather, is continued U.S. 
pressure on the West to stop or drastical- 
ly limit strategic exports while obtaining 
as much grain, coal and timber as pos- 
sible from behind the Iron Curtain. 

Shipments of atomic materials, arms 
and munitions already are forbidden by 
all the Western Allies, as well as by the 
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U.S. Sales of highly strategic items use- 
ful for war production are restricted, too. 

The hitch is that the Western nations 
refuse to let the U.S. tell them what is 
and what is not strategic. The U.S., for 
example, bans shipments of electric gen- 
erators, machine tools, roller and_ ball 
bearings, sulphur to countries within 
the Russian orbit. Western European 
countries often allow these products to 
be sold to the Soviet bloc. 

Controls, even so, are gradually being 
tightened, throughout the West, gradual- 
ly being brought into line with U.S. con- 
trols. As this tightening goes on, en- 
forcement becomes the big problem. 

Loopholes are plentiful. A lathe 
presumably purchased for a_ friendly 
nation gets a new destination tag some- 
where in transit, winds up in Leningrad. 
Free ports are an additional problem. 
Italy stops a cargo of Mexican copper 
and Canadian aluminum, bound for 
Czechoslovakia. But it is rerouted and 
gets through quickly and unhampered 
by way of the free ports of Antwerp and 
Rotterdam, where no controls apply. 

Switzerland is another gateway to the 
East. But this one apparently is being 
closed under U.S. insistence. 

The biggest gap is West Germany's 
500-mile border with the East. Goods 
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that are refused legal clearance often 
are smuggled across the line. Legal trade, 
temporarily halted by a Russian export 
blockade of West Berlin, normally moves 
at a rate of 50 to 60 million dollars a 
year. But illegal exports from West Ger- 
many to the Soviet zone represent a 
smuggling business at least as large. 

Several German businessmen have 
been jailed for illicit trading. Others 
have been deprived of Marshall Plan 
funds. The Bonn Government, under 
U.S. prodding, finally has taken steps to 
crack down on exports. Yet the illegal 
traffic goes on, little reduced. 

From West Germany, from other 
Western nations, legally or illegally, 
Russia keeps on obtaining equipment 
and metallic goods necessary for a mili- 
tary build-up. In the opposite direction, 
Moscow permits a limited flow of foods, 
a few luxury items, and such raw mate- 
rials as coal and _ timber—commodities 
that never can wind up in guns, tanks, 
planes or the ammunition they shoot. 

The result is that U.S. officials, from 
their observation posts on the Continent, 
are urging ever stronger controls upon 
the West. For what they see is the Soviet 
Union coming out ahead, as of now, in 
the economic war that can be the pre- 
lude to full-scale shooting war. 
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MORE BILLIONS FOR GI SCHOOLING 


Planners Try to Plug Loopholes in 2d Round 


Cash for courses in personal 
charm, hobby photography, fly- 
ing for fun will be harder to get 
in any new Gl Bill of Rights. 

Pressure is on to plug the leaks, 
take another look at such things 
as paying cash to farm boys to 
study farming at home. 

Chances are the new GI will 
get ample benefits. But the field 
will be narrower than his brother 
had after World War Il. 


The GI’s of the “hot war” in Korea 
and the “cold war” elsewhere are to 
have their own GI Bill of Rights. The 
new bill is not to revive the “52-20 
clubs” of the early postwar years, 
when GI’s could get $20 a week in 
unemployment insurance for 52 
weeks. It is designed chiefly to aid 
GI's with their educations—without 
the abuses of the past. 

Congress, as it sets about shaping this 
new program, is delving into abuses in 
the old one. Through its watchdog 
agency, the General Accounting Office, 
Congress finds that taxpayer money has 
been spent for strange and _ startling 
things: funeral wreaths, a swimming pool, 
a Christmas bonus, courses in dancing, 
bartending, skiing. 

The U.S. taxpayer, as the chart shows, 
has put 12.4 billion dollars to date into 
the training of 7.6 million World War II 
veterans. The taxpayer still is helping to 
educate more than 1 million men who 
fought the last war. 

Abuses and even outright fraud have 
turned up in that program. But these, 
many Administration officials and Con- 
gressmen insist, are outweighed by the 
benefits given to young men _ whose 
schooling was interrupted by war. 

A new plan, therefore, is to be of- 
fered to Korean GI’s and men in U.S. 
occupation forces. But this plan is to be 
changed in many respects from the old 
one. 

Training for photography as a hobby, 
for flying as a recreation is to be barred. 
The GI is to be given funds to buy 
his own supplies—schools are to be de- 
nied the chance to overcharge the Gov- 
ernment for books and fancy equipment. 
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There is to be more emphasis on sub- 
sidizing the GI, less on subsidizing the 
educators. 

Within limits, 23-year-olds will be 
able to qualify for up to four years cf 
Government-financed schooling, as_ the 
plan now stands awaiting action by Con- 
gress. Others will get training up to.a 
year. In general, a month of service is 
to qualify a GI for a month of schooling. 

For living expenses, a veteran in col- 
lege is to get just what the present GI 
bill allows: $80 a month if he is single, 
$110 if married. Or, if he learns a job 
while working at it, he is to receive $70 
if single, $95 if married. But the Govern- 
ment now proposes to pay only half the 
tuition, up to $300 a year, for veterans 
receiving subsistence payments, instead 
of full tuition up to $500. 
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Abuses uncovered in a survey of 
hundreds of institutions in seven scat- 
tered States are responsible for many 
projected changes in the pattern of GI 
assistance. General Accounting Office 
auditors found that two thirds of the 
schools they examined overcharged the 
Government. Some of the overcharges 
were careless mistakes, but others re- 
sulted from “irregular and apparently 
fraudulent practices.” 

A large Eastern university, for ex- 
ample, helped finance the construction 
of a swimming pool, a fine new stadium, 
and a chapel as a result of “the favor- 
able outcome of our negotiations with 
the Federal Government in regard to 
charges the university might make to 
Veterans’ Administration students.” Two 
months after putting that in writing, the 
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president of the university asked VA 
to increase tuition payments for veterans. 

A college jumped its nonresident fee 
for veterans from $25 to $100 per quar- 
ter. The Government now is attempting 
to collect overpayments to the school 
that the GAO figures at $340,000. 

A State military institute was paid by 
both the State and the Federal Govern- 
ment for instructing veterans. Excess 
tuition was credited to the students, 
paid to them upon graduation. 

Well-known colleges and universities 
apparently have not been averse to 
gouging the Government on the expenses 
of educating GI’s. 

Trade schools, it develops, have en- 
gaged in equally questionable practices. 
The GAO checked up on 642 and found 
that the Government made _ excessive 
payments to two out of three. 

Many of these schools were fly-by- 
night institutions organized to cash in 
on the veterans’ aid program. Two 


thirds of them never existed before the 
program began. Then they mushroomed 
by thousands. 

Nearly 2 million veterans enrolled in 


the trade schools, for almost every con- 
ceivable type of training. Many of these 
schools are credited with a commendable 
job of teaching veterans how to earn their 
livings as plumbers or radio repairmen, 
for example. Others, until the Govern- 
ment cracked down in 1948, taught such 
things as personality development. 

A meatcutting school is accused of 
overcharging the Government $353,000 
by juggling attendance records and en- 
rollment dates, and by overcharging for 
tools. A watch-repair school made $237,- 
000 by setting up a dummy corporation 
to buy tools and equipment at a dis- 
count and sell them to the school at a 
much higher price. VA then was billed 
for the higher price. 

A technical institute collected money 
for veterans not attending classes and 
for supplies also paid for by students 
and private customers. 

A chain of 18 schools in Pennsylvania 
was found to have charged the Govern- 
ment $498,000 illegally by misrepresent- 
ing costs, duplicating charges and using 
other devices. Owners of other trade- 
school chains in the Wilkes-Barre area 
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12.4 billion dollars was the total 
cost of education and training 


= 8.7 billion dollars subsistence payments 3 
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are under criminal indictment on fraud 
charges. 

Public schools below the college 
level have been getting their share of 


Government payments for veterans, 
sometimes under questionable circum- 
stances. 

A school in a Southern city trained 
veterans as masons and: carpenters, for 
example, by letting them build schools, 
remodel classrooms, install lunchrooms. 
Some of the materials were charged to 
the veterans’ program. Veterans also 
renovated a church and erected build- 
ings for veterans’ organizations, while VA 
paid subsistence to them and tuition to 
their school. 

On-the-job-training programs pro- 
vide evidence of abuses in educating 
veterans. 

One company paid a veteran $340 a 
month while training him, but reported 
his salary as $125. That enabled the 
veteran to collect the maximum subsist- 
ence allowance from the Government. 
And the veteran turned out to be “train- 
ing” for a job he had filled successfully 
for 11 months. 

Another GI who had worked with a 
firm as assistant manager for 15 years 
completed two years of training on the 
job—for the position of assistant man- 
ager. A baker’s son who had worked in a 
bakery for three vears signed up for a 
27%-month course in baking. 

A State board of education hired a 
veteran to teach part time. VA let him 
enroll in his own class, paid him monthly 
subsistence of $26.25. 

Training on the farm has been a 
source of easy money, in many instances 
for veterans who already knew how to 
farm. One man collected for on-the- 
farm training while a sharecropper ran 
the farm and he ran a grocery store. 
Another let a tenant operate the farm 
while he practiced law. 

A graduate of an agricultural college, 
who had taught farming in high school 
for four vears, signed up for farm train- 
ing—in the same school where he had 
taught. This “education” cost the Gov- 
ernment $3,000. 

It all adds up to a vast program that 
still continues and still contains abuses. 
Millions of veterans have had a chance 
to get an education, to establish them- 
selves in business, in trade or on the 
farm. Yet, along with it, the taxpayers 
unknowingly have been paying for 
swimming pools, personality develop- 
ment, double tuition, high profits on 
books and tools. 

Now a new “Korean” Bill of Rights 
for GI’s is taking form. Congress is on 
the alert to do away with abuses. But it 
is to be difficult to purge of graft a pro- 
gram involving billions of Government 
spending. 
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People of the Week 


McCarran: Lone Hand in the Senate . ... New Crusader 
Against Communism . . . Key Man in World-Aid Policy 


> Senator Pat McCarran, of Nevada, 
who holds his powers and prestige under 
the label of the Democratic Party, is put- 
ting his weight into a crusade to set the 
American people against ideas and ide- 
ologies that he regards as alien to the 
American form of government. That is the 
way the Senator thinks of the long-range 
objectives of his work with the Senate 
Internal Security Subcommittee. 

Currently, the Senator and his com- 
mittee are threshing through the long 
story of the Institute of Pacific Relations 
which, witnesses say, came under the 
domination of Communists. Ahead lie 
other stories to be examined. They will 
present stories of how Communists pried 
their way into key spots in sensitive in- 
dustries, into privileged peepholes in the 
Government to spy upon American se- 
crets, stories of how well-meaning Ameri- 
cans were led to give secrets to Commu- 
nists. 

Pelting criticism often flies up in the 
wake of the Senator’s course. This does 
not disturb him in-the least. Since the 
days when, as a lad long ago, he herded 
his father’s sheep in the lonely parts of 
the Truckee River canyon, Pat McCarran 
has not been afraid to walk alone. In Con- 
gress, he has picked his own course and 
ignored party lines. 

The Senator's disposition to play a 
lone hand has been no barrier to prog- 
ress, especially since he has had a fairly 
good idea of what he wanted to do. 
Soon after his first election to the Senate 
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SENATOR PAT McCARRAN, DEMOCRAT FROM NEVADA 
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. one of the two or three most powerful men in the Senate 


in 1932, McCarran showed up in Wash- 
ington. It was months before he would 
take office. Other newly elected Sena- 
tors were off fishing or resting from their 
campaigns. The new Senator from Ne- 
vada talked th: late Senator Joseph T. 
Robinson, of Arkansas, who was about to 
become Majority Leader, into giving 
him assignments on the Senate’s Judiciary 
and Appropriations committees. Hard 
work and the congressional seniority 
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. . their bill aimed at stamping out “alien” ideologies 


system sent Senator McCarran on up the 
ladder. 

Now Senator McCarran, speaking for 
a State that has one ninety-second of 
the population of New York State, is one 
of the two or three most powerful men 
in the Senate. He is chairman of the 
Senate Judiciary Committee and chair- 
man of a highly sensitive Appropriations 
subcommittee. He handles 40 per cent 
of the Senate’s bills, parcels out funds 
for three federal departments and the 
federal courts, rides herd over foreign- 
aid funds. 

The Senate Judiciary Committee has 
more varying powers than any other 
Senate committee. It controls laws affect- 
ing immigration, naturalization, patents, 
private claims against the Government, 
federal-court procedures, constitutional 
amendments and all laws that would 
affect the public generally. 

This means that Senator McCarran’s 
Committee can take over any measure that 
does not, under routine classification, fit 
into the jurisdiction of another committee. 
As another broad aspect of the Commit- 
tee’s powers, it passes upon all appoint 
ments of federal judges, marshals and 
U.S. attorneys. Every Senator becomes 
dependent to some degree upon Senator 
McCarran’s Committee for the jobs that 
help to hold together his own State poli- 
tical organization. In view of the disir- 
clination of McCarran to follow patty 
lines, this sometimes becomes embarrass- 
ing to President Truman. 
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The Internal Security Subcommittee re- 
flects another phase of the Judiciary Com- 
mittees powers. In view of the broad 
scope of matters in the domain of the 
Judiciary Committee itself, the Subcom- 
mittee—hand-picked by Senator McCar- 
ran-is fairly free to investigate whatever 
it wishes. The Senator decided to head 
the Subcommittee himself. 

It was the Judiciary Committee that 
put into final shape the measure for deal- 
ing with subversives in Government, 
which eventually became law. This bill 
was sponsored by Senators McCarran, 
Karl Mundt (Rep.), of South Dakota, and 
Homer Ferguson (Rep.), of Michigan. 

But the Judiciary Committee reflects 
only one phase of the Senator’s powers. 
His Appropriations Committee post gives 
McCarran a club over the State, Com- 
merce and Justice departments. When he 
demanded financial aid for Spain, Senator 
McCarran had the power to make his de- 
mands important. 

By virtue of his other positions, Sen- 
ator McCarran is chairman of the Sen- 
ate’s supervisory subcommittee on for- 
eign aid. Here he observes, criticizes 
and reports on the operations of the 
Economic Co-operation Administration. 
In the Spanish-aid matter, the Senator 
called officials of the State Department 
and the Export-Import Bank to his office 
to explain to the Spanish Ambassador 
why that country was not getting more 
help. 

Many a Senator and Government of- 
ficial has learned about Senator McCar- 
rans power the hard way. Sprinkled 
through the committees, and lodged in 
various places in departments, are keen 
young lawyers who owe allegiance to 
the Senator. He keeps himself well in- 
formed about what is going on. 

The Judiciary Committee can hold 
back legislation, as Mr. Truman learned 
when he tried to get a new law to let 
in more displaced persons from Europe. 
And State, Justice and Commerce de- 
partment officials have learned to have a 
good explanation ready for McCarran 
when they go to the Capitol to ask for 
appropriations. He often is a caustic 
critic of the State Department. 

This critical attitude is not a new 
growth on the McCarran personality. 
After Britain and Germany went to war 
in 1939, the Senator fought to keep 
the United States neutral. In 1940, he 
spoke in Chicago on a program spon- 
sored by the Citizens Keep America Out 
of War Committee. Senator McCarran 
fought against the Lend-Lease measure, 
opposed extension of the original draft 
law beyond its 12-month period, called 
Washington’s warning against foreign 
alliances “a rosary—a prayer for this 
country.” 

After Pearl Harbor, McCarran threw 
his weight back of the Roosevelt Ad- 
ministration, however, and supported it 
on all major legislation except the ques- 
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HAT’S 1500 units of smooth, 

brawny power being lowered 
into an Erie diesel locomotive at one 
of Erie’s servicing shops—ready to go 
to work for a million miles on this 
busy railroad. 


It was natural that Erie, with its for- 
ward-looking approach, should be 
one of the pioneer railroads to adopt 
the diesel locomotive. Today, the Erie 
has the highest percentage of diesel 
ownership of any railroad operating 
between New York and Chicago. 
This large fleet runs in tip-top shape 
’round the clock, the result of effi- 
cient servicing in the modern shops 
designed and built specially for 
diesels by Erie engineers. 


These diesel service stations are 
another example of Erie’s progressive 
railroading—the continuous search to 
improve the safe, dependable trans- 
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portation of both passengers and 
freight. At the present time, when 
defense transportation must have 
high priority, speedy servicing of the 
railroad’s motive power is one way 
of helping to serve our country well. 
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MATERIAL HANDLING AVezes— 


Read em 
and REAP 


SAFETY SAVES! 

Cartoons and a light touch 
sell the idea that safe 
operation and good care 
of materials-handling 
equipment pay off for com- 
pany and operator. Pocket 
size. Available in quantity. 


BASIC FACTS 

i For a clear understanding 
f of modern handling prin- 
ciples and practices, have 
your entire staff read this 
one. Pocket size. 





CONDENSED CATALOG 
- Acomplete, compact show- 
' ing and basic specifica- 
tions of the Clark Leader- 
ship Line—fork-lift trucks, 
industrial towing tractors, 
powered hand trucks and 
special handling attach- 
ments, 





MOVIE DIGEST 

FH) Clark movies enable you to 
j see at your convenience 
modern machines in action. 
Synopses of films widely 
rated "the best in the 
materials-handling field,” 
and how to borrow them. 





preve exceedingly valuable in cutting 
your handling costs and in getting the 
utmost benefit from your equipment. 
They are yours for the asking—any 
or ell of them. Simply use the coupon. 


ELECTRIC ano GAS POWERED 


AS ac 


AND Coeds HAND TRUCKS. 








CLARK EQUIPMENT COMPANY « Battle Creek 124, Mich. 
Please send the following: 

(SAFETY SAVES [ CONDENSED CATALOG 
0 BASIC FACTS 0 MOVIE DIGEST 


Nome___ 








Address 





City and Zone State. 
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. . . Lawyer, district attorney, judge before going to Senate 


tion of reciprocal trade agreements. 
Such agreements tend to reduce tariffs 
on copper, manganese and other metals. 
McCarran comes from a metal-mining 
State. 

In his 1944 race for the Democratic 
renomination, McCarran was called an 
isolationist and an independent thinker. 
He then called for a banding together 
of peace-loving nations to maintain world 
order and said: “There must be armed 
force available, of strength sufficient to 
meet any possible uprising of the forces 
of lawlessness.” 

All through the years, McCarran has 
been plugging away for a better position 
for silver in the economy. A part of his 
present interest in Chiang Kai-shek has 
been related to the status of silver. Before 
Chiang was driven off the mainland of 
China. Senator McCarran favored a pro- 
gram to help China get the large amount 
of silver needed to restore the silver 
standard there and improve the Chinese 
economy. 

McCarran was a successful lawyer and 
a judge before he came to the Senate. 
After graduation from the University of 
Nevada, he practiced law in the mining 
towns of his native State. He served as a 
district attorney, spent 10 years on the 
State Supreme Court, was Chief Justice 
for two years. In that period, he handed 
down some important mining and irriga- 
tion decisions that have never been over- 
turned. 

In 1919, McCarran went back to the 
private practice of law. He represented 
Mary Pickford in the 1920 divorce suit, 
which paved the way for her marriage to 
Douglas Fairbanks. He became an expert 
on mining and water rights. But it took 
him six years to crack the Nevada Demo- 
cratic machine wide enough to win a 
nomination to the Senate. 

Something of the same courtroom at- 
mosphere that the Senator knew su well 
marks the progress of the hearings 
conducted by his Internal Security Sub- 
committee. All six members of the group 
are distinguished lawyers. They are Sen- 
ators James O. Eastland, of Mississip- 
pi, Herbert R. O’Conor, of Maryland, 
and Willis Smith, of North Carolina, 
Democrats, and Homer Ferguson, of 
Michigan, William E. Jenner, of Indiana, 
and Arthur V. Watkins, of Utah, Repub- 
licans. 

The Subcommittee forbids the use of 
television, or direct radio reporting. It 
permits news pictures only at the be- 
ginning and end of a session. Pictures 
may not be made of witnesses in the 
hearing room without their permission. 
And witnesses may not be given undue 
publicity against their will. 








In the hearings, witnesses are directed 
to limit their replies to the things about 
which they are asked. The Subcommit. 
tee counsel is instructed to keep his 
questions pertinent. And the counsel js 
treated much as any strange lawyer 
might be treated. : 

The first phase of the inquiry is being 
directed into the question of the extent 
if any, to which subversive forces have 
influenced, or tried to influence, the Far 
Eastern policy of the United States, 

McCarran wants the hearings to put 
the American people on the alert against 
internal dangers that he thinks threaten 
the American form of government. He 



















































Acme 
SENATOR McCARRAN & FRANCO 
. . . Spain won a booster 


will paint the picture of these dangers 
through sworn testimony. 

The Senator thinks that if the people 
get this knowledge of what has _hap- 
pened in the past, they will be able to f 
visualize and understand that the same ff 
processes still are going on, with only a ff 
slight change in methods. This, he says, 
will give the people a better understand- [7 
ing of why certain, unspecified disasters 
have happened. 

“The people may learn how honest, 
well-intending individuals may be led 
astray by false gods and false ideas,” he 
said. “We hope to arouse the courage 
and indignation of the people and those 
who serve the people in high places 
so as to set up conditions to meet this 
danger and make it impossible.” 

The Senator tossed back his silvery 
mane, tilted his chin and headed off for 
Committee meeting. At 75, he is leading 
a crusade. 
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is being 

os TEHERAN...-CAIRO....TOKYO....LONDON....PARIS.... 
the Far 

ates, >> Setback to U.S. plans in Iran and Korea doesn't change basic trend. Trend 
fea is for U.S. to get more deeply involved, not less deeply, in far away places. 
hreaten U.S. will take on more responsibilities, more headaches far from U.S. shores. 

ont. He Allies, while very critical of U.S., keep dumping more problems in U.S. lap. 


>> In Teheran, where U.S. is up to its hips in the Anglo-Iranian mess..... 

Oil crisis will rock along a while longer. Deal is not yet in sight but is 
still possible. Talks between British and Iranians can be resumed. Both sides 
want a deal. British will keep nucleus of technicians in oil fields and Abadan 
refinery, keep a toehold in their billion-dollar investment. Iranians show they 
want a deal, will show more signs of it as Iran's budget deficit, now running at 
about 70 per cent, compels them to convert oil into money to pay the Army. 

; Iran's Communists are making a lot of noise but will have no real chance to 
take over the Government unless Iran collapses in economic, political chaos. 
This is a possibility, of course, but Iran hasn't reached this point yet. 

U.S. role just now is to keep Britain and Iran talking, or at least in po- 
sition to resume talking. U.S. is playing for a break. Beyond this, U.S. dip- 
lomats have no magic solutions to offer. 

U.S. stake in Middle East is so big U.S. will keep on trying in Iran. 








>> Now the Suez Canal is on the way to becoming a U.S. responsibility. 

Britain, traditional guardian of the Canal, hints she can't carry the load 
by herself any longer. U.S. aid, U.S. partnership comes next. That's what took 
place when Britain said she couldn't protect Greece and Turkey against Russia. 
So U.S., as part of Middle East defense scheme, will put in dollars, planes and 
ships, help build up bases, in the end probably carry most of the load. 








angers 


people 








Boy Complication is that Egypt, through whose territory the Suez Canal flows, 
pre : is at the moment trying to kick the British out lock, stock and barrel. Egypt 
> says, fl has asked Britain to remove her troops, her planes and ships, her bases. 

stand- This puts the U.S. in the middle again, as in Iran. 


aries U.S. role, as in Iran, will be to mediate, try to smooth over differences 


1onest, that have been building up for generations. Risk is that U.S. will inherit some 


British policies, deeply disliked by Egypt, along with British responsibilities. 
iS, 

yurage But_U.S., for sake of Suez Canal, will soon be deep in Anglo-Egyptian fuss. 

those 


places 


+ this >> Formosa is another place where U.S. started cautiously, now is getting in 
“] i 


deeper and deeper. People in Taipeh are watching a familiar sequence of events. 
Step No. 1: U.S. keeps hands off but can't duck all responsibility when 
Chiang Kai-shek lands on Formosa with Nationalist China's Army and Government. 
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Step No. 2: U.S. doles out a little economic aid, refuses military aid and 
stations U.S. Seventh Fleet off Formosa to keep the island neutralized. 

Step No. 3: U.S. gets ready to give Chiang a big hunk of both economic and 
military aid, while debating whether this time U.S. ought to move in, run things 
for Chiang just to make sure the U.S. dollars produce the desired results. 
| Either way--aid with strings, aid without strings--U.S. will be criticized. 
But tendency is to attach more and more strings, even if U.S. gets in deeper. 














>> Actually, it's becoming difficult to find a spot on the globe, outside the 
Iron Curtain, where U.S. is not involved, or invited to become involved. 
In a quick tour of just a few of such places..... 
i Japan: Peace treaty means new stage in U.S. responsibility, not its end. 
i Philippines: U.S. is discovering that giving Filipinos their independence 
may have freed them, but not U.S. Trend here is more aid, more involvement. 
British Malaya: London warns that sharp cuts in U.S. buying of rubber and 
tin may wreck Malayan economy, give Communists their big chance. Hint is that 
U.S. may have to subsidize Malayan producers or see Malaya fall to Communists. 
French Indo-China: Already pouring in military and economic aid, U.S. is 
warned much more direct military aid may be needed if Chinese Communists attack. 











>> Then, when you turn, perhaps for a breathing spell, to Western Europe..... 

U.S.-British partnership, opening U.S. Treasury to Britain, entangles U.S. 
in British policies and quarrels in Asia, Middle East, Europe, yet leaves Brit- 
ain free to oppose U.S. policies on China, Formosa, Spain, trade with Russia. 

France counts on U.S. aid to modernize her industry, build up her defenses, 
Support her foreign policies. U.S., in other words, is in deep in France. 

Italy wants U.S. to amend her peace treaty, take off arms limitations, as 
U.S. is doing for Japan, then finance Italy's arms industry and rearmament. 

West Germany leans heavily on U.S. to restore her sovereignty, turn loose 
her industry, finance her rearmament, meanwhile defending her against Russia. 

In short: It's getting so the sun never sets on U.S.'s problems. It would 
be tempting to shut the door on world problems and just contemplate the U.S. for 
a while. But the new concept of U.S. defense, plus pressure of U.S. allies, 
dictates otherwise. Tendency is for U.S. to take on all the world's headaches. 








>> Official U.S. theory on what Stalin is up to is being revealed to Allies in 
London and Paris. As Allied diplomats get it, this is the U.S. appraisal: 

Truce in Korea is desired by Stalin because he fears Korean war might get 
out of hand, become general. There's nothing to the idea that Stalin's consent 
to talk truce in Korea is part of genuine Soviet peace offensive, a new line. 

Scare stuff about Stalin having fixed D day, or operating from a hard and 
fast timetable, is the bunk. Stalin doesn't work that way, never has. He leaves 
himself free to maneuver. His moves vary with each situation. 

Stalin isn't Hitler. He doesn't gamble. He wants something for nothing. 
World war is a gamble Stalin doesn't want. First casualty might be his regime. 

Unanswered question is how strong U.S. must get before it can negotiate on 
even terms with Stalin. Officials don't seem to know. Nor do they know what U.S. 
and Stalin can negotiate about, when the time comes. Eastern Europe? China, say? 
Issues like these can't be negotiated now. So it's possible, after U.S. builds 
up its strength, it may discover U.S. and Stalin can't usefully talk at all. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Buying a modest home is to 
be easier under new rules. Less 


' cash, longer terms are the pros- 


pect for houses up to $12,000. 
Credit controls, once relaxed, 


will cut down payments and 
monthly installments in many 


cases. Veterans benefit most. 

Changes won't touch expen- 
sive homes. To buy a $25,000 
house you still need half the pur- 
chase price in cash. _ 


The boom in home building is to be 
rekindled with easy credit for lower- 


| priced homes, if Congress can arrange 


it. Terms for building and for buying 
new homes are to be made attractive 
again by drastic changes in law, ap- 
proved by both houses of Congress 
and scheduled to be signed by Mr. 
Truman. 

Under Regulation X—the credit con- 
trols that came with war in Korea— 
terms were tightened for all buyers of 
new homes. Housing starts turned down, 
and there was a sharp decline in plans 
for building. As result, prospect has been 
for a Jevel of housing starts not much 
higher than wanted by those in charge 
of controls. 

At this point, Congress has stepped in 
to change that situation. Lower down 
payments and more time in which to 
pay are to be provided for homes cost- 
ing $12,000 or under. Thousands of 
families that could not scrape up the 
$2,000 or $3,000 needed for a down pay- 
ment in the past now will be able to buy 
homes with $1,000 cash or less. 

What this means is a probable spurt 
in the demand for new homes. Build- 
ers, in turn, are expected to expand their 
operations to meet this demand. The 
building boom is likely to get off to a 
fresh start, with only the supply of mort- 
gage money and the supply of metal 
building materials to set the limits. 

Payments that families will have to 
make in order to buy new homes are il- 
lustrated in the table on this page. 
Actual down payments, in many cases, 
will be bigger than the law requires, 
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A LIFT FOR BUILDING 


Congress Votes Easing of Credit Controls 





more than $12,000. 





What It Takes to Buy a New House 
Under Revised Rules 


Price 7——Under FHA or Private Loan—— W—Under GI Loan for Veteran—— 

of House Down Payment Monthly Payment Down Payment Monthly Payment 
$ 5,000 $ 500 $26.20 $200 $25.34 
7,000 700 36.68 280 35.48 
10,000 1,500 49.50 600 49.63 
12,000 2,400 55.90 960 58.29 
20,000 8,300 77.18 7,300 76.96 
25,000 12,500 82.46 11,250 83.33 


NOTE: Monthly payments include interest at 4 per cent on GI loans, 4% per cent 
on private loans, and 4% per cent plus 1% per cent insurance charge on FHA loans. 
Time to pay: 25 years for homes costing $12,000 or less, 20 years for homes costing 








depending on the attitude of the banker. 
Yet families will be able to buy homes 
more easily if they can find a willing 
lender. 

For a $7,000 home, for example, a 
veteran had to put up at least $500 in 
cash under the old rules. Now he will be 
able to get by with $280 in cash. The 
nonveteran has been required to pay 


down at least $1,200 in cash for a con- 
ventional loan or a loan insured by Fed- 
eral Housing Administration. Now he will 
put up a minimum of $700. 

For a $10,000 home, terms are re- 
laxed even more sharply. The veteran 
who gets a GI loan will have to pay a 
minimum of $600 in cash, instead of 
$1,300. The nonveteran will have to save 





THAT NEW HOUSE WILL BE EASIER TO BUILD 





. if you can do without the big brass doorknob 





















For National Defense highways 


a are a few illustrations of the wide va- 
riety of uses of portland cement and concrete. 
Service to users is rendered through a large 
staff of technical experts and research scientists 
at the Chicago headquarters and through scores 
of field engineers working out of twenty-six 
district offices of the Portland Cement Association, 





For additional power development 





For increased food supply 
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Did you ever stop to realize how empty 
and helpless our country would be if all 
the portland cement concrete suddenly 
were removed from service? All the 
concrete in our vast network of defense 
highways? All the concrete in our mili- 
tary and commercial airports? In in- 
dustrial buildings that produce the 
goods that make America mighty? In 
water and sewage lines? In dams and 
power development projects that make 
for ever-expanding production? In farm 
buildings and improvements that con- 
tribute to increased food supply? In 
houses, schools, sidewalks, churches 
and railway structures? 

Only by visualizing such a condition 
can you begin to realize the great part 
portland cement and concrete play in 
making America strong. 

The Portland Cement Association, 
through its scientific research and de- 
velopment program, supplemented by 
field engineering and educational work, 
helps improve the quality and reduce 
the cost of concrete construction, helps 
develop new uses for portland cement 
and concrete. Technical information 
resulting from these efforts is made 
available quickly and freely to cement 
and concrete users. 

The Association’s continuing pro- 
gram of service is made possible by the 
voluntary financial support of its mem- 
ber companies, a list of whom will be 
sent on request. Also available free is 
an 88-page “Cement and Concrete Ref- 
erence Book” containing useful infor- 
mation about the uses of cement and 
concrete. Distributed only in U.S. 
and Canada. Address Dept. A8e-83. 


PORTLAND CEMENT 


ASSOCIATION 


33 W. Grand Ave., Chicago 10, Ill. 


A national organization to improve and extend the 
uses of portland cement and concrete .. . through 
scientific research and engineering field work 
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. . . Less cash down, 
and with smaller payments 


up a minimum of $1,500 instead of 
$2,300. 

In addition, both the veteran and the 
nonveteran will have smaller monthly 
payments to meet. They will, that is, jf 
they can find a lender to give them the 
permitted 25 years in which to pay of 
their mortgages. Until now, only buyers 
of homes priced at $7,000 or less had 95 
years in which to pay. Now purchaser 
in the $7,000 to $12,000 range also will 
get 25 years. 

Monthly payments, as a result, will 
be $1.50 to $3.50 less for a $10,000 home 
—despite smaller down payments. 

For a $12,000 home, the veteran who 
gets the best terms permitted by law 
will have to put up only $960, instead 
of $1,900. The nonveteran, with good 
luck, will get by on a down payment 
of $2,400, instead of $3,100. And both 
may find that their monthly pavments 
will be $3 or so less under new rules. 

Under these rules, then, the nonveteran 
still will have to put up two and a half 
times as much cash as the veteran who 
gets a GI loan. Specifically, he will pay 
at least 10 per cent down on a home 
priced at $7,000 or less, against 4 per 
cent for the veteran. He will have to pay 
15 per cent for a home in the $7,000 to 
$10,000 range, compared with the vet- 
eran’s 6 per cent. And he will pay 20 per 
cent in the $10,000 to $12,000 bracket, 
against 8 per cent for the veteran. 

Homes priced over $12,000 are not 
affected by the new credit rules written 
into law. Down payments will be far 
larger than those for cheaper houses, 
and buyers will get only 20 years to pay. 

The veteran who buys a $20,000 home, 
for example, will have to put up $7,300 
in cash. The nonveteran will need 
$8,300. Effect of the new rules will be 
to give strong encouragement to the 
building and buying of homes costing 
less than $12,000. 

Building boom, in any case, is ex- 
pected to get a sharp lift from the easier 
credit terms. Starts in 1951 already near 
the 850,000 top set by Government 
planners for the full year, are to reach 
the 1-million mark. 

Yet ‘building is to be permitted to go 
ahead wherever the builder can find 
the materials. Critical home building—for 
workers in defense plants and military 
personnel near posts—will get first call 
on scarce metals and on homes. Build- 
ers of other homes will scramble for 
what is left. 

Result, say the planners, is going to be 
a sharp pinch on metal building mate- 
rials and equipment starting fairly early 
in 1952. Those materials now are rela- 
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.. - Home builders may 
down, § have to do without extra bath 
ments 





tively plentiful. Yet military programs are 
starting to take hold and use up metals. 


stead of | 
And allotments of these metals to manu- 





and the § facturers of building materials for the last 
monthly quarter of 1951 are sharply reduced. 
lat is, if Real squeeze of materials shortages 
hem the — is expected within six months—certainly 
pay of & by mid-1952. By then, buyers are to 
y buyers — notice some changes in housing. 

shad 95 The shiny brass doorknob, for exam- 


ple, may disappear from new homes, to 
be replaced by a brass-plated knob. The 
big brass spigot, too, is likely to give 


chasers 
also will 





alt, will — wav to a much smaller one. New homes 
0 home — ae likely to have one bath, instead of 
iS; two. Changes of this kind are what plan- 
ran who — ners now have in mind to save copper, 
by law § nickel and other scarce metals. 

instead Housing starts in 1952, even with 
h good § these savings of scarce materials, may 
yayment f not get much, if any, above the 700,000 
id both —& mark. That, at least, is about all the 
ivments fF housing that planners believe the build- 


ules. ers will be able to find metals for, if the 


veteran — military program is carried through on 
1 a half schedule. Home building, on that scale, 
an who f still would be at boom level, judged by 
vill pay — ordinary standards. Yet it would be only 
1 home f half as many homes as builders started 


(4 per & in 1950. 

_to pay Average families, moreover, may 
,000 to f havea hard time getting in on even that 
he vet- — building program. Defense workers and 


20 per { service personnel in certified “critical de- 
racket, fense housing areas” are to get first call 
a on new homes. 


are not Building in defense areas also is to be 
written encouraged by a stronger secondary mort- 
be far [} gage market. The new law permits the 


houses, § Federal National Mortgage Association 


to pay. | touse 200 million dollars during the rest 
home, f of 1951 for advance pledges to buy mort- 
$7,300 Ff gages. Those commitments can be used 


need only for critical defense housing, or hous- 


will be f ingin regions like the Midwest flood area. 
to the Result, if the plan works, is that build- 
costing — ing materials and mortgage money will 


| fow abundantly in defense areas. An- 
is ex- |) other result may be less building in other 





easier) cities around the country. 
ly near The prospect, then, is that the aver- 
nment § age family will find it far easier to finance 
reach a home in the immediate future, provided 
the family has a willing lender. Building 
to go materials, too, will remain relatively abun- 
» find dant for a time. Home starts and home 
ig—for buying, as a result, are likely to turn up. 
vilitary Later on, though, that picture is likely 
st call to be changed by materials shortages. It 
Build- may be changed enough by mid-1952 to 
le for leave many would-be homeowners with- 
out any homes to buy. And the family that 
to be Wants a custom-built home, in that event, 
mate- § will find it almost impossible to get the 
early © house it wants. 
» rela- 
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GAYLORD CONTAINER 
CORPORATION 


General Offices: SAINT LOUIS 


CORRUGATED AND SOLID FIBRE BOXES ¢ KRAFT PAPER AND SPECIALTIES KRAFT BAGS AND SACKS « FOLDING CARTONS 


New York * Chicago * San Francisco « Atlanta * New Orleans « Jersey City * Seattle 
Indianapolis * Houston * Los Angeles * Oakland * Minneapolis ¢ Detroit * Columbus ° Cleveland 
Fort Worth * Tampa « Cincinnati * Dallas * Des Moines * Oklahoma City * Greenville 
Portland * San Antonio * Kansas City « St.Louis * Memphis * Bogalusa + Milwaukee 
Chattanooga * Weslaco * Appleton « Hickory * Sumter * New Haven « Jackson 
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FIREMEN EVERY 10 FEET 


Is any building truly “FIRE-PROOF”? 


No type of building is actually 
more “fire-proof” than a furnace. 
Consider, then, what happens to 
flammable contents when ignited 
in such a structure. Prevent FIRE 
in any building ... by installing 
GLOoBE Automatic Sprinklers, now. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 




















Nearly all subscribers to 
this magazine buy voluntar- 
ily. No salesmen call on | 
them. They send in their 


checks regularly. 


This point has real signifi- | 
cance for advertisers be- 
cause they know that such 
highly voluntary subscrip- 
tion methods mean inter- 


ested readers. 


* 


U.S. News & World Report 


Advertising Department 
30 Rockefeller Plaza, New York 20, N. Y. 








We’ve Been Asked: 








WHY RESERVE CALLS GO ON 


Why are Reservists still being re- 
called? 

Basically, it is because the armed forces 
are still expanding. Man-power strength 
is going up at least 250,000 men this 
year. Also, the need remains critical for 
really skilled and experienced leaders 
and specialists. 


Just who is being recalled now? 

The Air Force is calling in about 21,000 
Reserve officers from its Volunteer Re- 
serve during the year to end June 30, 
1952. The Navy is ordering up about 
3,000 officers from its Organized Reserve 
and 1,000 to 2,000—including some chap- 
lains—from its Volunteer Reserve. The 
Army is going to recall at least 5,000 ofh- 
cers in the volunteer category, and it 
may need another 10,000 or more before 
the year is up. 

Some of those needed will volunteer. 
But many will have to be recalled in- 
voluntarily. There’s no guarantee against 
recall for a Reserve officer, so far. 


Yet a new wholesale recall of of- 
ficers is not looming? 

No, the armed forces are just going 
ahead with the limited program adopted 
last spring. It won’t approach the call-up 
of last winter. Some changes are in the 
wind, however, that could make a much 
larger call for Reservists necessary. 


What might cause recalls to expand? 
Two possible developments. One is final 
approval by Congress of a new plan to 
require discharge after 12 months of ac- 
tive duty for veteran Reserve officers and 
enlisted men who were not in drill-pay 
status when they were recalled last win- 
ter. This plan was approved by the 
House in the form of an amendment to 
the Defense Department appropriation 
bill. The amendment was written by 
Representative James E. Van Zandt. The 
Senate may knock out the Van Zandt 
rider, as the Defense Department hopes. 
But, if adopted, this plan will boost de- 
mand for trained replacements—who 
can only be found among Reserves. 

The other possibility is additional ex- 
pansion in the armed forces. Both the 
Army and Air Force are asking for more 
men. If their requests are approved, 
they will need more Reserve officers than 
they now plan to get. 


Exactly what faces an Air Force 
officer? 

He is one of approximately 200,000 

individuals left in the “pool” of World 

War II AF Reserve officers. In months 


ahead he is likely to get a set of orders 
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Recall Continues 


@ About 31,000 more Reserve of- 
ficers will be called to active 
duty by next July. 


@ Involuntary orders, “draft,” will 
be used for specialists. 


@ Recalls may skyrocket if the 
armed forces expand. 











to report to a nearby air base for four 
days of physical exam and interview. If 
he’s a pilot, navigator, bombardier or 
flight engineer, in good health, with 
fairly recent flying practice, he almost 
certainly will be urged to volunteer. If 
he refuses, he may be drafted sooner 
or later, though the Air Force says 
its official policy is to avoid ‘using 
any flight personnel “psychologically mo- 
tivated against flying.” Electronics eyx- 
perts and men versed in administration 
and supply are in demand too. Many 
will be recalled, voluntarily or other- 
wise. 

At this time, not more than 14 per 
cent of the physically fit Air Reserve 
officers face recall. But, with any ex- 
pansion, the numbers will go up. If Air 
Force goes from 95 groups up to 125, 
for example, 75 per cent of qualified off- 
cers in the pool may be required. 


What are chances for a Navy officer? 
The Organized Reserve group num- 
bered 15,000 a year ago. About 9,000 
have been recalled, leaving 6,000 at 
home. About 3,000 of those—1 out of 2 
—will be recalled by next July. The te- 
maining 3,000 will go out to duty in the 
following year. In the Volunteer Re- 
serve group, the Navy has about 235,- 
000 World War II officers. It plans to 
call very few of these—no more than 
1,000 or so. Volunteers will fill the bil- 
lets in most cases. But, when volunteers 
are lacking, some specialists will be 
“drafted.” Last example of that is the 
involuntary recall of chaplains, just an- , 
nounced. 


How about an Army officer? 

The Army hopes to draw not more than 
5,000 World War II veterans from its 
pool of Reserve officers. They will come 
from the Active Reserve. Officers in the 
Inactive Reserve will not be recalled, a f 
a rule. Here again, however, specialists 
can and will be “drafted” as required. 
Most Army officers who are over-age-i” Ff 
grade and who have not been training 
in some fashion are not to be recalled. 
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Beechcrafts..newest kind of ranch and farm “machinery” 


Beechcrafts are used to check herds, fences, distant 
acreage. Records show they’ve saved many a harvest 
when equipment parts were needed pronto. And with 
a Beechcraft, there’s no such thing as an “isolated” 
farm. This Model C35 Beechcraft Bonanza cruises 
at 175 mph, is right at home on small, rough fields. 


BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 


You find Beechcrafts in every kind of business, 
helping America build faster .. . helping speed today’s 
twin jobs of defense and consumer goods production. 
See how a Beechcraft can simplify your travel prob- 
lem. Call your Beechcraft distributor. Or write Beech 
Aircraft Corporation, Wichita, Kansas, U.S.A. 


TWIN-BONANZA 





6,021 Ibs. Enriched Flour 126 Ibs. Yeast 333 Ibs. Salt and Sugar 


Think of it! It takes all this to provide 18,000 combat 
troops with a day’s bread ration. Then imagine what 
it takes to bake for 155 million Americans. Each day 
we consume over 40 million loaves of bread! Each 
year we spend over three and one half billion dollars 
for bakery products! Thanks to the skill and speed of 
our great Baking Industry, we as Americans can enjoy 
and afford more top-quality baked products than any 
other nation. 

American Machine & Foundry Company is proud 








243 Ibs. Shortening 126 Ibs. Nonfat Dry Milk Solids © AMF Mobile Field Oven 


of its contribution to the skill and speed of the Baking 
Industry. Since 1924, AMF has helped produce better 
products faster and more economically through its 
sanitary, high-speed bakery equipment. For example, 
a single AMF oven bakes up to 8,000 lbs. of dough per 
hour. Another machine, the Super Standard Wrapper, 
packages up to 65 loaves per minute. Other AMF 
equipment helps turn out cakes and pies and rolls 
that any housewife would be proud to call her own, 
and at prices she can afford! 


AMERICAN MACHINE & FOUNDRY COMPANY 


Executive Offices, 511 Fifth Avenue, New York 17, N.Y. 


AMF does it better—automatically! 


CREATORS AND PRODUCERS OF ELECTRONIC AND MECHANICAL EQUIPMENT 


FOR THE ARMED SERVICES: Radar antennae and drive units 
eautomatic loaders for Army and Navy weapons eelevating and azimuth 
mechanisms « cooling fans for Army tanks « airplane parts « mobile 
ovens « electronic training devices « naval ordnance « rolled and 
welded steel products « shell components ¢ special military projects. 





FOR INDUSTRY: Tobacco processing equipment, cigarette and cigar 
machinery ¢ AMF and Union bakery equipment « automatic pinspotters, 
bowling equipment and supplies * DeWalt power saws « Lowerator dis- 
pensers « Oakes continuous mixers « stitching machines « Wahistrom 
chucks*Roadmaster bicycles *Cleve-Weld tire rims* Junior velocipedes. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN look for a quick crack- 

down on black markets in cattle. 
Office of Price Stabilization announces 
nation-wide campaign against violations 
of cattle-price ceilings. 


* * * 


YOU CAN, as a machine-tool pro- 

ducer, add 12 per cent to your base- 
period prices in computing your ceil- 
ings. OPS, aiming for higher output of 
machine tools, makes special allowance 
for the industry. 


* * * 


YOU CAN contract to sell or buy 

supplies from the 1951 pack of 
canned and frozen vegetables, fruits 
and juices and canned soups that are 
not covered by specific price regula- 
tions. OPS establishes method of de- 
termining temporary price ceilings for 
these items. 


* * * 


YOU CAN, as an employer, grant 

wage increases to your workers to 
offset rises in the cost of living. The 
Stabilization Director approves the 
Wage Stabilization Board’s recommend- 
ations that wages be tied to living cost. 


* * * 


YOU CAN, as a retail grocer, take 

advantage of a more liberal basis 
for pricing special-promotion joint 
sales. OPS amends rules, allowing joint 
sales to be priced on the basis of the 
established ceiling price for the regular 
item plus as much as 50 per cent of the 
ceiling for the special item—or a maxi- 
mum markup of 3 cents on any special 
that has no ceiling. 


* * * 


YOU CAN, in most cases, use your 

normal markup in setting a price on 
machinery. OPS, in issuing a price reg- 
ulation for wholesale and retail dealers 
in machinery, preserves historical mark- 
ups in line with the revised Defense Act. 


* * * 


YOU CAN take until midnight, Oc- 

tober 15, to file applications for 
permission to construct warehousing 
and storage facilities, and for allot- 
ments of the necessary controlled mate- 
tials scheduled for delivery in the first 
quarter of 1952. Defense Transport Ad- 


ministration explains procedures of ap- 
plication. 


* * * 


YOU CAN get detailed suggestions 

for obtaining Government prime 
contracts for defense items in a new 
publication, “Converting to Military 
Production.” It is issued by National Pro- 
duction Authority’s Office of Small Busi- 
ness and is available at any Department 
of Commerce field office. 


* * * 


YOU CANNOT ordinarily offer 

higher wages to attract workers to 
your plant. The Mobilization Director 
rules that this will not be permitted 
even to attract workers into areas where 
man-power shortages exist, except in 
“rare and unusual cases.” 


* * * 


YOU CANNOT avoid paying a 

gift tax on contributions you make 
to a trust for your children if the trust 
provisions permit the entire fund to be 
exhausted at the discretion of the 
trustee. The Tax Court holds that such 
contributions are taxable because the 
present interest in income from the 
trust is not capable of valuation. 


* * * 


YOU CANNOT expect to get a 

fourth-quarter allotment of con- 
trolled materials for any commercial 
construction unless denial will adversely 
affect public health, safety or welfare. 
NPA establishes the criteria for authoriz- 
ing construction projects. 


* * * 


YOU CANNOT, in most cases, get a 

new extension of natural-gas serv- 
ice for industrial or home-heating use in 
any of 15 specific Northeastern States 
or the District of Columbia. The Petrol- 
eum Administration for Defense moves 
to protect service to existing customers 
and limit potential new use. 


* * * 


YOU CANNOT, after September 

15, use  nickel-bearing stainless 
steel in drinking-fountain fixtures, many 
household appliances and equipment 
items, cabinets, or any of a long list of 
other products. NPA tightens controls on 
use and distribution of alloying metals. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for seasons of space, cannot be set forth in detail. U.S. News & Wor.Lp 
Report, on written request, will refer interested readers to sources of this basic material. 
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INVITATION 
CLEANLINESS 


Providing clean cotton ‘towels in 
your washrooms is the kind of 
thoughtful consideration that goes 
to make an organization “a great 
outfit” to employees. Clean cotton 
towels are appreciated because they 
feel fresh... leave hands thoroughly 
clean and dry. Soft, absorbent cot- 
ton towels do not irritate or chafe, 


leave no mess, decrease waste. 


Cotton towels, uniforms, and other 
supplies are available through your 
local linen and towel supply com- 
pany on a low-cost service basis. 


help 
yourself 


CLEANLINESS 











35 YEARS OF 


PROGRESS IN SAFETY 


~ These two lines 


-show graphically | 


the reduction sin 
accident rate of 
about 82 per cent 


gram was starting 
and 1950. 





Ordinarily something has to happen to make 
news. But from the viewpoint of a safety 
engineer the most exciting news can be what 
hasn't happened—accidents averted, people 
saved from disabling injury or even loss of 
life, thanks to steady progress in accident 
prevention. 

During Bethlehem Steel’s 35 years of 
organized safety work accidents have been 
steadily reduced. By 1950 the accident rate 
had been brought down to about 82 per cent 
below where it stood during the early years of 
the program. Our safety engineers estimate 


BETHLEHEM 


that last year’s all-time-low accident rate, 
compared with the period when the program 
was starting, reflected the prevention of 8300 
disabling injuries in 1950. 

While many factors are continually helping 
to make Bethlehem plants, shipyards, mines 
and other properties safer working places, the 
chief motive power behind our safety pro- 
gram is concerted effort by employees and 
management, under the guiding principle: 
‘Accident prevention is an integral part of 
the production process, not a separate activ- 
ity.” ... The good work is continuing. 


STEEL 



















































Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


With the arms program now set, you can get a fairly accurate estimate of 
what lies ahead in production, industry by industry, for the next 18 months. 
Steel industry is headed for a record in 1952 and again in 1953. Output of 
ingots, 106 million tons in 1951, probably will go to 112 million next year. 
Machinery plants making machine tools, aircraft engines, ordnance and in- 
dustrial equipment are certain to push output sharply higher in months ahead. 
Appliance makers will not do so well. Metal allocations will keep down 
electric irons, washers, other household appliances. Radio and television sets 
will decline in volume, too, but these firms will get defense electronic work. 
Farm machinery probably will hold output at about the same level as 195l. 
Aircraft production is likely to double or more by the end of 1952. 
Auto industry is likely to push production well above World War II peaks. 
Plants will be making some autos and parts, and working on defense orders too. 
Freight-car production is aimed at 120,000 in 1952, from 105,000 this year. 
Lumber production will slip in 1952 by around 5 per cent, because of the 
_downtrend in home building. But a rising trend is likely in 1952 second half. 
Furniture production also is in a moderate downtrend likely to continue. 
Cement and other building materials also are headed for lower volume. 
Glass industry faces mixed trends--up for containers, down for plate. 
Prospect for durable-goods industries as a group points to a large gain in 
output. Boom of recent months gives every sign of being surpassed in 1952. 












































Manufacturers of soft goods also can look for a rising production trend. 
Textile industry, recently in the doldrums, is likely to turn out more 
goods in 1952 than in 1951, around 4 per cent more. Cotton consumption will be 
rising late this year. Wool cloth also will rise. So will use of rayon. 
Shoe industry very likely will turn out 495 million pairs in 1952. Shoe 
production this year probably will match last year's output of 491 million. 
Food processors probably will produce slightly more this year than last. 
Meat supply is expected to be higher. Grain will be abundant. Dairy products, 
he on the other hand, may dip in output, chiefly because of a decline in butter. 
~ Chemical industry is headed for a sharp rise in activity. A gain of 10 per 
cent is probable for industrial chemicals, including synthetic rubber and 
ng explosives. Drugs and cosmetics also will increase, but paint may decline. 
- Rubber industry is likely to produce moderately more in 1952 than in 195l. 









































he 

0- Paper production will be limited by short supply of pulp and sulphur, but 
ad output should be at least as large in 1952 as 1951, maybe a trifle larger. 

a Tobacco industry can count on a gain in output of around 3 per cent. 

oO 


There is nothing in the outlook to suggest a downward trend in business 
activity in the 18 months ahead. People's incomes will go on rising and nearly 
all segments of industry can expect to benefit from that trend. Capital goods 
and armament industries are set firmly on a line of continued expansion. 


(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


You can expect this pattern in Government controls over production: 
Regular supplier-customer relations are to be retained wherever possible. 





Controlled Materials Plan, scheduled to go fully into effect by October l, 
is to be tailored so that you can get your metals from your usual supplier. 
Small users won't have to go through much red tape. An "SU" symbol, which 
means small user, will act as a CMP allotment for steel, copper or aluminum. 
Civilian industries will get as much metal as arms program will permit. 
Defense program, as now set up, is intended to keep civilian production 
going, not to shut it down. You get more details in the interview on page 22. 
Copper stockpile is being tapped to meet growing industry needs. Some 
25,000 tons is to be released. Plan is to replace it by June 30, 1952, but there 
is doubt that this can be done. Copper is becoming a rare metal. 
Aluminum and steel supplies, on the other hand, should soon show a rise. 
Plan now is to remove production controls as rapidly as supplies permit. 
Sheet steel and aluminum, for example, should be ample sometime in 1953. But 
there may be continued controls over copper, alloy steels. Big uncertainty is 
the future size of the arms program. An expansion there could upset all plans. 




















Mr. Truman's bid for added controls over prices probably will be rejected. 

Congress is being asked to repeal these features of the control law: 

Capehart amendment that permits producers to add to prices all cost in- 
creases from the Korean war through July 26. Ceilings must now reflect costs. 

Herlong amendment that gives merchants pre-Korean percentage markups. 

Butler-Hope amendment that bars slaughter quotas on meat packers. 

Chances are that Congress will not act on these requests. Senate might go 
along, but opposition in the House appears to be strong enough to kill them. 











Mr. Truman also objects to amendments that restrict imports of fats and 
oils and dairy products. This measure has produced a lot of ill feeling in Hol- 
land, Denmark and other countries whose dollar earnings depend heavily on sales 
to the U.S. Mr. Truman says these restrictions are not needed and that they 
violate the spirit of reciprocal trade laws. But they probably will stay. 


New wage formula, if strictly observed, won't touch off another spiral. 

Many industries already have granted workers the allowable 12 per cent in- 
crease approved by the Wage Stabilization Board. Most others come close. 

In lumber, furniture, electrical machinery, wages already are up 12 per cent 
since January, 1950. That figure is approached in food, paper, glass, most 
metal plants, nonelectrical machinery. It's exceeded in chemicals, leather. 

At best, the formula will allow only a few cents an hour to the bulk of 
American wage earners. Even that might not add much to unit costs, as rising 
production will tend to increase output per man-hour. Cost of living seems to 
be leveling out just now, thus barring further big raises on that Score. 











The American people, generally, profited from the 1950 boom and probably 
will continue to chalk up gains from rising activity through 1952. 

Income of $5,000 and more was reported by 20 per cent of U.S. "spending 
units," mostly families, in 1950. In 1946 only 10 per cent got $5,000 or more. 

Income of less than $2,000 dropped from 40 per cent to 30 per cent from 1946 
to 1950. These are signs that poverty is disappearing in the U.S. 
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YOU CAN STILL PAY A BONUS 


Salary Board Explains How Limits Work 


Bonuses for salaried people 
may be paid as usual, despite 
controls. But there are limits, and 
nobody can go overboard. 

Rules now laid down are tem- 
porary, apply to active, going 
plans. If your plan is not covered, 
it probably will be later. 

Here, in question and answer 
form, is an explanation based on 
the rules written by the Salary 
Stabilization Board. The rules are 
contained in the Board's Regula- 
tion No. 2. 


If a company has paid bonuses in the 
past, will it be permitted to pay them 
again this year? 

Yes, if it can show that it has an estab- 
lished plan, and is not trying to get 
around the stabilization rules. 

What if the company has had a bonus 
plan that it has hoped to put in opera- 
tion, but has never earned enough 
money to do so until this year? 

It may pay a bonus in 1951. The Sal- 
ary Stabilization Board takes the position 
that no company should be’ penalized 
this year for failure to make enough 
money to pay bonuses in previous years. 

Is the same true of a company that 
paid bonuses for two or three years dur- 
ing World War Hl, has not been able to 
pay them since, but can in 1951? 

Yes. Regulations issued up to now will 
be revised later to cover concerns whose 
earnings have fallen off in recent years, 
but are up again. The rules also will be 
supplemented to take care of growing 
companies. 

Is it necessary to wait for revision of 
the rules if a company thinks it is not 
yet covered, or can the company ask for 
approval of its plan? 

You may apply to the Salary Stabiliza- 
tion Board for authority to pay a bonus, 
if your case isn’t covered by Regulation 
No. 2. Applications should be sent to 
John D. Cooper, Executive Director, 
Salary Stabilization Board, Federal Se- 
curity Building, Washington, D.C. 

ls there any provision for new bonus 
plans? 

Not yet, but here again new regula- 
tions are coming that will recognize new 
plans, and permit them within limits. 
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What, actually, has the Salary Sta- 
bilization Board done to approve exist- 
ing bonus plans? 

Regulation 2 sets broad policy for 
executive, administrative and_profes- 
sional employes. It is specific on three 
types of plans that were in effect on Jan. 
25, 1951. 

Are the rules specific enough for an 
employer to recognize his own situation, 
and go ahead and pay his bonus with- 
out going to the Government to get ap- 
proval for his individual plan? 

It is not necessary to go to the Board 
for approval of plans that are covered 
by Regulation 2. Employers, however, 
must keep records to show that they 
have complied with the rules. These 
records must be kept for three vears 
after a bonus is paid, and must be shown 
to inspectors of the Board if they ask to 
see them. 

Does this mean an employer does not 
have to file a report with the Govern- 
ment when he pays a bonus that com- 
plies with regulations? 

That is right unless he increases the 
amount of his bonus fund under terms of 


the regulations. In that case he must file 
a report with the Salary Stabilization 
Board. This report must be filed within 
30 days after payment or allocation has 
been made from the bonus fund. 

What types of plans are covered by 
Regulation 2? 

There are three types, and all must 
have been in effect on Jan. 25, 1951. 

(1) Bonuses that are provided 
for by contracts or written plans. 
Such “contractual” plans specify 
amounts to be paid and how they 
are to be allocated. These bonuses 
may be paid according to terms of 
the contracts, but no employe may 
receive more than he was entitled 
to on January 25. In other words, 
the Board will not accept changes in 
the formula that have been made 
since that date. 

(2) Semifixed plans, where bonus 
funds represent a percentage of 
company profits, but where an em- 
ployer may use his discretion in de- 
termining how the fund shall be 
distributed. The bonus fund must 
not be larger than it was in 1950 or 





-Du Pont 


SALARY CHECKS ROLL OUT 
. within the rules, bonus checks too 
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Send This Issue 
To Your Friends 


.»» WITHOUT CHARGE 


U. S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of the 
August 31, 1951 issue of “U. S. 
News & World Report’ with my 
compliments to the persons listed 
below: 
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. . - A bonus ‘contract’ is given broad definition 


larger than the average of the three 
best years during the five-year 
period 1946-50. Also, no individual's 
bonus can exceed the highest single 
bonus paid any employe during the 
base period. (Either 1950-or the’ 
average of the three best years, 

1946-50, may be used as a base 

period. ) 

(3) Discretionary bonuses, where 
employers set aside a bonus fund 
and retain control over how it is to 
be divided. These may continue to 
operate, but are subject to the same 
limitations as semi-fixed plans—that 
is, ceilings are placed on the size 
of the fund and on the amount of 
an individual’s bonus. 

What is the definition of a “con- 
tractual bonus?” Does the plan have to 
be in the form of an agreement with 
employes? 

A “contractual” plan is not necessarily 
a formal contract with employes, although 
it may be. It also is any plan that may 
be part of articles of incorporation or 
by-laws or other corporate document, or 
it may be merely in the form of a memo- 
randum or other statement in writing 
that was in effect on Jan. 25, 1951. 

Suppose an employer made an oral 
announcement to his employes at a 
meeting sometime in 1950 that he had 
adopted a bonus plan for 1951, and 
that his words were taken down by a 
stenographer or a recording device. 
Would that constitute a memorandum 
or written statement of intent? 

Yes, if the announcement provided 
a method or formula for paying the 
bonus. 

Are bonus funds frozen so tightly 
that there is no room for paying bonuses 
to new employes? 

No, the regulations permit funds to 
be increased to provide payments to new 
employes. 

Suppose a company’s bonus formula 
calls for a year-end payment of four 
weeks’ salary. Will payment be in terms 
of 1951 salaries or will they be in terms 
of lower salaries paid in some previous 
base year? 

Payments will be based on salaries 
paid in 1951. 

Is there a limit to the percentage of 
salary that an individual may receive 
in the form of a bonus? 

No. The Salary Stabilization Board 
formerly limited bonus payments to 25 
per cent of an individual’s salary, but 
that ceiling has been dropped for ex- 
ecutive, administrative and professional 
employes. It still applies, however, to 
bonuses for wage earners under regu- 
lations of the Wage Stabilization Board. 


Do the Salary Board’s bonus regula. 
tions apply also to commissions paid 
salesmen or other employes? 

No, commissions are not covered by 
Regulation 2. The regulation applies to 
bonuses that are paid in cash, stock 
in a company or other property, and 
whether all or part is set aside in trust 
for present or future payment to em- 
ployes. Christmas bonuses, year-end and 
vacation-like bonuses are included. 

Not covered by the regulations are 
bonuses that customarily have been 
computed more frequently than every 
three months or to production and simi- 
lar wage-earner bonuses. 

How may an employer obtain copies 
of Salary Stabilization Regulation 2? 

By writing to the Salary Stabilization 
Board, in Washington. 


Union Now Asks 
For Free Hams 


Here is a tip to employers: If you 
have been wondering what to expect in 
the way of new demands from unions, 
while wages are under control, you get 
a clue from Ottumwa, Ia. CIO Pack- 
inghouse Workers, negotiating with John 





—Dept. of Agriculture 
PACKINGHOUSE WORKER 
A long list of demands. . 
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Morrell & Co., have thought up a long 
list of “fringe” benefits they would like 
to have. 

On the list are such items as 
these: 

Free hams for all employes, one at 
Christmas and one at Easter. Hams must 
weigh 15 pounds each. 

Free lunches, or $1 a day allowance 
from the company to pay for lunches. 

Lunch time, 30 minutes a day, to be 
paid for as working time. 

Two hours of travel time a day, paid 
for by the company. Workers would be 
paid for an hour before work and an 
hour after work. 

Birthday holidays. Every worker 
would have a day off, with pay, when his 
birthday comes around. 

Reduced meat prices for employes. 
Wholesale rates are suggested. 

Social center for employes, financed 
by the company. Here a worker could 
get a medical check, legal advice, and 
recreation for himself and family. It is 
proposed that the center be paid for by 
setting aside $100 per worker per year. 

These demands are in addition to 
wage requests. The Packinghouse Union 
has set its sights nationally on a guar- 
anteed annual wage of $3,000 for work- 
ers in minimum-wage classifications, 
with the guarantee to go higher for 
skilled employes. 

The Ottumwa local obviously is not ex- 
pecting to get all it is asking. 


og Bleck Star, Ewing Galloway 
... AND BIRTHDAYS OFF 
++. all this and a guaranteed wage 
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BURLINGTON = *.: 
and 
CONNECTS East St. Louis 
KANSAS CITY and ST. LOUIS horse 
GATEWAYS BLO 
The new, short route between Kansas City and Suse 
St. Louis-East St. Louis enables the Burling- us eee 
ton to give freight shippers the benefits of: ee 
Faster freight schedules in both directions. MK ST 
* Overnight as well as morning-to-evening Li 
service both ways. N PENNA 
* Early team track placement for overnight ari y 
or daytime shipments. at tsw 
«Better connections with other railroads. Aad 
«A 65-mile shorter route than before. MERS Ry. 






«Improved service on transcontinental and 
St. Louis-Kansas City shipments. 






All of these advantages are yours when you spe- 
cify BURLINGTON... the Preferred Route... 
between St. Louis-East St. Louis and Kansas City. 


BURLINGTON LINES—EVERYWHERE WEST 


Chicago, Burlington & Quincy Railroad 
Colorado and Southern Railway 


Fort Worth and Denver City Railway Burlington 
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LITTLE TAXPAYER VS. BIG 


Don't try to figure your tax 
increase yet. The whole thing is 
up in the air, and will be for 
weeks yet. 

Tax plans keep bobbing up in 
Congress. All of them run into 
problems of arithmetic or politics 
or both. 

Treasury has one plan. House 
has another. Senate has still an- 
other. Final compromise may bor- 
row ideas from all three. 


Congress is in a muddle over how 
to go about raising the billions the 
Government needs to pay its bills. 

Every time anybody comes along with 
a new tax plan, it gets caught in a clash 
of arithmetic and politics. 

You still can’t be sure of what your 
personal tax will look like when Congress 
compromises itself out of its troubles. But 
in the meantime, you need to know what 
the shooting is all about. Your pocket- 
book is involved. 

Three plans, each involving an en- 
tirely different approach to the problem 
of how to raise personal rates, have been 
born already in this session of Congress. 
One was developed by the Treasury, 
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—Goldberg in the New York Journal-American 


AS CARTOONISTS SEE THE TAX OUTLOOK... 


“Old Routines Never Die” 
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Rise Snarled by Question of Who Gets Hurt 


one by the House and one by the tax- 
writing Senate Finance Committee. 

The Treasury plan was rejected by 
the House on the ground that it would 
be too hard on the little taxpayer. 

The House plan was turned down by 
the Senate Finance Committee because 
it would be too hard on the big tax- 
payer. 

Then the Senate Committee came up 
with a plan that, on reflection, the Com- 
mittee itself decided would be too hard 
on the middle-sized taxpayer. 

What finally becomes law may turn 
out to be a compromise of all three of 
these plans. 

Treasury idea was to raise every- 
body’s tax rate by a flat 4 percentage 
points. At the bottom of the income 
scale, that would have kicked the rate 
up from 20 to 24 per cent. At the top, 
the rise would have been from 91 to 95 
per cent, applicable to any taxable in- 
come above $200,000. 

That approach quickly got into 
trouble. Labor unions and others branded 
it a “rich man’s tax bill.” Basis of that 
assertion was the fact that 4 points added 
to the 20 per cent paid by the little man 
amounted to a tax increase of 20 per 
cent. But 4 points added to 91 per cent 
at the top represented an increase of 
only 4.4 per cent. 

So the percentage-point approach fell 
by the wayside. 








House idea, developed by the Ways 
and Means Committee, was to mark up 





the tax itself instead of the tax rate, 
Each taxpayer would figure his tax at 
current rates, then add 12% per cent 
of the tax. That appealed because it 
would be easier on the little taxpayer, 
The big taxpayer would be stuck. 

The Committee, in fact, had to back 
up and soften the formula a bit in the 
highest brackets. It discovered that 124 
per cent, when added to present rates, 
produced a total tax of more than 100 per 
cent on the top layer of the highest in. 
comes. The solution was to set a tax 
ceiling of 94.5 per cent on all taxable 





income above $80,000. 

Business groups objected to that for. 
mula, arguing that such rates would 
destroy the well-to-do man’s incentive 
to earn more money, either by working 
harder or by investing. Tax-writing Sen- 
ators felt the same way about it. 

Senate Committee idea represented 
a brand-new approach. It was to impose 
a “defense tax” on after-tax income. In 
other words, the taxpayer would figure 
his tax just as he does under present 
law, subtract that amount from his tax- 
able income, and then compute his “de- 
fense tax” on the remainder. 

Under the schedule as first devised by 
the Committee, the rate was set at 8 per 
cent on the first $2,000 of after-tax in- 
come, and 4 per cent on all above $2,000. 
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The small taxpayer, under such a for- 
mula, would be a bit better off than un- 
der the plan voted by the House. The 
big taxpayer would be a great deal bet- 
ter off than under the House plan. But 
the middle-sized taxpayer would be hurt 
by the Senate formula. 

The Senators had intended their plan 
to work out to the advantage of all tax- 
payers, including those in the middle 
brackets. So they decided to start all 
over again. 

Root of the trouble is the fact that, 
in the top income brackets, taxes already 
go so high that any major increase would 
push rates up to or above the point of 
confiscation. 

As Treasury, Secretary John W. Sny- 
der told the House Committee, the big 
reservoir of money that remains to be 
tapped by the Government is in the in- 
comes of the 36 million little taxpayers, 
those earning less than $5,000 a year. 

These people represent 81 per cent of 
all individual taxpayers, and account for 
nearly 60 per cent of after-tax income. 

But, as a political matter, Congress- 
men dislike the idea of laying a substan- 
tial tax increase on the little man with- 
out imposing a comparable increase on 
the big man. 

In the highest brackets, however, 
there is not much room to work in. At 
present rates, there are individuals who 
have to pay the Government 91 cents 
out of every dollar they manage to add 
to their incomes. 

The task that faces Congress, then, is 
to find a lot of extra money that can be 
taken out of personal incomes on some 
formula that will be acceptable politi- 


AUGUST 31, 1951 


Drop in E-Bonds: 
4 Cashed to 3 Bought 


(Purchases and Redemptions Since Korean War Started) 


Bought. .Bought. .Bought. . Bought. . Bought $ 3,530,000,000 


Excess 


Cashed in $ 1,033,000,000 


cally, but still will not break the big tax- 
payer. 

The final answer will be written by 
the joint conference committee that 
eventually will be appointed to adjust 
differences between the House and Sen- 
ate. Conference action still is weeks away. 





Savings Bonds 
Losing Favor 


At a time when total savings are pick- 
ing up, sales of U.S. savings bonds re- 
main in the dumps. 

Month after month, the public cashes 
in more bonds than it buys. Still, the 
U.S. Treasury rejects the idea of offer- 
ing higher interest rates on savings 
bonds, as Canada and Britain have done. 

What's happening to the bond pro- 
gram is shown by the chart above. 

Sales of Series E savings bonds, the 
kind most widely held by the public, 
totaled 3.5 billion dollars in 13 months 
of the Korean war. 

Redemptions of E bonds ahead of ma- 
turitv exceeded 4.5 billion dollars in the 
same period. 

This means that, in 13 months of war, 
the American people have cashed in a 
billion dollars more in E bonds than 
they have bought. Or, to put it another 
way, the U.S. Treasury has paid out 
$4.50 on E bonds for every $3.50 it has 
taken in from buyers of new bonds. 

Sales of E bonds in this war period 
have been 800 million dollars below those 
of the 13 months preceding the war. Re- 


Cashed in. .Cashed in. .Cashed in. .Cashed in. .Cashed in $ 4,563,000,000 
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demptions have gone up by 200 million 
dollars. 

Series F and G bonds, which are owned 
less widely than E’s, have shown much 
the same result. 

This has been ‘the record in a period 
when the Government has been trying to 
head off inflation. Savings bonds became 
an important weapon against inflation 
during World War II. At that time, sales 
greatly exceeded redemptions, so that the 
effect was to drain off some of the public’s 
excess cash. 

Now the savings-bond program ac- 
tually is feeding money out to the public. 

The trouble, apparently, lies largely 
in the fact that a good many people, 
notably those with a considerable amount 
of money to invest, are switching away 
from savings bonds and into other in- 
vestment fields. 

Some are looking for a bigger return. 
Others seek to hedge against inflation, 
to buy something that will go up in 
value if the dollar loses more purchasing 
power. 

This trend was suggested by a recent 
survey of consumers taken for the Fed- 
eral Reserve Board. Many families with 
high incomes were shown to be increas- 
ingly interested in common stocks and 
real estate as investments. 

It is in the $500 and $1,000 E bonds, 
the kind ordinarily bought by the invest- 
ing groups, that the real slump has taken 
place. The $25 and $50 bonds, which 
are commonly bought by lower-income 
people, are selling a little better now 
than they were a year ago. 

Pay-roll savings are picking up. The 
Treasury reports that, on the average, 
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Hey! We can get cash for past Good thing our Accounts 

due accounts through our Receivable are guaranteed by 

AMERICAN CREDIT INSURANCE AMERICAN CREDIT INSURANCE 

POLICY! ... it’s kept us out of many 
ORy GB a jam when our customers 





















couldn’t pay! 





Get the facts on sound credit policy - and AMERICAN 
CREDIT INSURANCE - by writing for this free booklet! 


AMERICAN CREDIT INSURANCE pays you when your 
customers can’t... enables you to get cash for past 
due accounts . . . improves your credit standing 
with banks and suppliers. An American Credit 
Insurance policy can be tailored to insure all, a 
specific group or just one account. Ask the American 
Credit office in your city for our book “Why Safe 
Credits Need Protection,” or write AMERICAN 
Crepit InpEMNity Company oF NEw York, Dept. 
44, First National Bank Bldg., Baltimore 2, Md. 
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. . « Rise in interest, 
drop in tax on if opposed 


4.9 million workers bought savings bonds 
by pay-roll deductions each month of 
1950. In May, 1951, there were 58 
million. 

Savings bonds still seem to be popular 
with the man of moderate income who 
wants a safe investment that he can tum 
quickly into cash. 

Treasury plan is to bank more and 
more heavily on sales to the small saver, 
largely through pay-roll deductions. The 
coming sales drive will be aimed pr- 
marily at the workingman. 

That is one of the reasons why the 
Treasury has turned down the proposal 
to raise interest rates. The thinking js 
that the ordinary man is not so interested 
in getting a big return as in keeping his 
money safe. Both Canada and Britain 
have raised their rates to 3.5 per cent. 





—Harris & Ewing 
BUSHELS OF BONDS 
. . but not enough buyers 


U.S. rate, for those who hold their E 
bonds 10 years, is 2.9 per cent. 

The Treasury also frowns on sugges: 
tions to give tax exemption to the interest 
on savings bonds. Officials question § 
whether that would be much of an iv- 
ducement to the little investor. Anyway, § 
the Treasury believes that to consent to § 
such an exemption would be inconsistent 
with its demand that Congress remove 
the present exemption on municipal 
bonds. 

Official policy is to take a chance ol 
losing the big investor, who used to buy 
E bonds in large amounts. Treasury hope 
is to replace him with enough small buy- 
ers to take up the slack. That has not § 
happened yet. 
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>> American gasoline pumps and heating-oil trucks will keep right on being 
full, despite the breakdown in the Iranian oil talks. Shortages of oil products 
in Europe, Asia, Africa can't be avoided but shouldn't be too serious. 
Fact is, loss of Iranian oil is gradually being made up. Strain on major 





oil companies of the free world is considerable. But oilmen generally expect to 
squeak by. Complex rearrangement of supply routes, pooling of tanker fleets, 
pushing of production and refining operations, all are playing their part. 

This international pooling has just been set up. There are still plenty of 
"bugs" in it. Smooth operations couldn't be expected at once. 

Crude oil even now isn't much of a problem despite Iran. Main bottleneck 
is in refining--making up for closing down of the Abadan refinery of the Anglo- 
Iranian Oil Co. in Iran. Abadan is the world's largest refinery. 











>> Here is the situation created by the blocking off of Iranian oil: 

Iranian crude-oil production at full flush was about 700,000 barrels a day, 
more than 6 per cent of the total world output. 

But other producing countries have more than made up this loss: 

Since January 1, U.S. daily production is up 560,000 barrels; Kuwait pro- 
duction is up 250,000; Saudi Arabia is up 200,000; Canada is up 95,000; Vene- 
zuela is up 68,000. Many other countries also show increases. 

Of course, demand for oil has risen since January 1, but apparently not as 
much as production. So the Iranian loss is being made up. 

Middle East production is in a very sharp climb. This will continue next 
year when a new pipe line will allow larger output in Iraq. U.S. production is 
not as. high as it could go with present wells. Canadian production, while still 
small, is rising very fast. This means Canada will draw less and less on the 
U.S. and Venezuela for supplies. 

All in all, the crude-oil situation should ease, barring all-out war. 























>> But crude oil has to be hauled to a refinery and refined to be usable. 

That's where the hitch is. Refinery capacity is limited. Replacing the 
500,000 barrel-a-day capacity of the Abadan refinery calls for fancy juggling 
by American, British and Dutch oil companies acting in consort. 

U.S., Carribean, European, Persian Gulf and Far Eastern refineries of all 
companies are being pushed to the limit. In some cases, quality of output is be- 
ing sacrificed to get more quantity. Crude oil is being hauled uneconomically 
long distances to get to refineries. Big tanker fleet of Anglo-Iranian is re- 











leased for general use. That helps. Virtually every tanker in the free world 
is being pressed into service in this emergency. 


(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


Lucky breaks have helped. Oil needs of the U.N. forces in Korea have not 





been quite as large as expected since cease-fire talks began. Also, parts of 
a big new refinery in Britain were completed ahead of schedule this summer. 
European refinery capacity will be increased in 1952 and following years. 
That will ease the strain. And throughput in the big Haifa (Israel) refinery 
can be greatly stepped up if Egypt will allow Middle East oil to go to Haifa 
through the Suez Canal. Right now, Egypt won't play ball. 
Refinery situation, very tight now, will let up a little next year. 








>> Spot shortages of oil products are showing up..... 
Iran itself is running out of lubricants, asking the U.S. for aid. 
Aviation gasoline is very short in Pakistan, India, Ceylon, Burma. 
Bunker oil (for ships) is hard to get in East African ports and the Far 
East. It will take time to restore Supply lines to these outlying points. 
Britain has been buying aviation gasoline, kerosene, bunker fuel, in fairly 
large quantities in the U.S. Since the shutdown at Abadan. Total British oil 
imports in July, despite the Iranian shutdown, were larger than in June. 
What all this means, of course, is that Anglo-Iranian is losing out in 
established markets, as pool operations take over. 














>> Cost of replacing Iranian oil-is a serious problem. Countries formerly de- 
pendent on Iran's oil are often having to pay dollars for oil now instead of 
pounds sterling. Their dollar resources are slim. For instance, in Europe-- 

Hardest hit of all is Britain. Dollar drain caused by replacing Iranian 
oil will run somewhere around 350 million dollars a year. This will taper off 
as more sterling oil and British refining capacity becomes available. 

Continental Europe, too, was buying quantities of Iranian oil. Switching 
to other sources means increased dollar outlays of perhaps 200 million. 

Dollar impact, thus, is heavy. Dollars for oil have to be added to dollars 
for coal. European countries are having to buy millions of-tons of American 
coal this year, as European production runs short of needs. 

Dollar outlays for fuel for Europe are going to be much larger than ex- 
pected earlier this year. At the same time, the U.S. Congress tends toward cut- 
ting U.S. economic aid below the $1,650,000,000 proposed. Combination of these 
factors worries Western Europeans--and especially the British. 




















>> It's already clear that Britain has a dollar-gap problem again..... 

The British will have to dip into gold and dollar reserves to balance ac- 
counts during the current quarter. Imports are considerably outstripping ex- 
ports, and other earnings (from shipping, insurance, etc.) don't bridge the gap. 
Also, Britain is losing gold on trade with continental Europe. 

Gold and dollar reserves in London at the end of June were $3,867,000,000. 
These are not thought high enough by the British Treasury. But they are three 
times as high as the dangerously low levels of September, 1949. 

Britain has enough "fat" to live on for a while. Labor Government hopes, 
meanwhile, that import prices will go down and export prices up. Then, if mili- 
tary assistance granted by the U.S. is substantial enough, Britain can hope to 
Slide by. But heavy exports plus heavy rearmament spell heavy sacrifice by the 
British people. Austerity is getting harder to sell, politically. Question now 
is: Can the Labor Government get by with this same old remedy? 
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Evidence of gradual improvement in 
business activity continues to pile up 
as defense orders and expenditures 
grow. 

factory output rose to 231 on the indi- 
cator in the week ended August 18, 
up 3 per cent from the July low and 
almost back to the plateau on which 
it moved from January through June. 

Auto output jumped to 123,066 in the 
week ended August 18, a sizable gain. 
That level of production, however, 
was above the average permitted by 
Government limits on use of metals 
and therefore will not be maintained. 

Bank loans to business climbed 209 mil- 
lions at weekly reporting banks in the 
week ended August 15, the third 
straight gain and the largest rise for 
any week since March. 

layoffs, measured by new claims for 
unemployment compensation, _ fell 
sharply in the two weeks ended Au- 
gust 18. 

Department-store sales moved up to 
825 on the indicator in the week ended 
August 18. Sales from August 1 to 18 
have kept up the improvement that 
began in July. 

Retail stores, in total, had failed in July 
to lift their sales above June. Apparel 
stores gained 7 per cent; general mer- 
chandise, 3; and food, 1; but those 
gains were offset by a drop of 7 per 
cent in auto sales. 

Inventory purchases of business are still 
being delayed by heavy stocks of 
goods on hand. Improvement in sales 
at department stores in July and Au- 
gust still was not large enough to clear 
away excess merchandise. 


| Auto dealers, however, reported a drop 


in new-car stocks to 385,509 on Au- 
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“PLUS & MINUS 
Latest Indicators of Business Activity— 











gust 1, down 63,000 in a month. 
Though sales were off, output was 
down more as a result of limits on use 
of metals. 

The defense program is gradually tak- 
ing up slack in the economy. 

National-defense expenditures, 
shown in the top chart, exceeded 3 
billions in July, three times the rate of 





National-Defense Expenditures 
(Including Mutual-Defense Assistance) 
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1950 


Source: U. S. Treasury 





June, 1950. That includes not only 
outlays of the Defense Department 
and aid to European allies, but also 
what is spent on related activities like 
stockpiling. 


Orders placed by the Defense Depart- 


ment for all purposes, including mili- 
tary equipment and supplies, construc- 
tion and aid to allies, jumped to more 
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than 8 billions in June, the last month 
of the fiscal year. 

The pattern of the defense program will 
be altered if the Defense Department 
asks for and gets authority from Con- 
gress for a sizable additional expansion 
in the goals for air strength. New de- 
fense orders, instead of falling rapidly 
after the current fiscal year, which 
ends June 30, 1952, would continue 
for another year or more not far be- 
low the peak of the 1952 year. Pay- 
ments for goods delivered, until recent- 
ly expected to fall off rather rapidly in 
the 1954 and 1955 fiscal years after 
a peak in the 1953 year, would fall off 
more slowly. 

Wage pressures, though reduced at 
this time, are to grow in 1952 and 1953 
as employment expands. Latest official 
estimates put the labor force at 68.5 
million at the end of 1952, including 
8.5 million in the armed forces. That 
is a gain of 3 million in two years. 


Supply of metals, which the Govern- 


ment is trying hard to increase, will 
determine how far industry can expand 
and how great will be the need for 
more workers. If metals supply grows 
enough, and if Congress continues to 
relax credit controls, output of new 
homes, autos and other metal pro- 
ducts for civilians may rise in 1952 
and 1953 at a time when defense 
output is also rising. Tendency, in 
that event, would be for labor short- 
ages to grow while material shortages 
ease. 


Business improvement now beginning, 


though small so far, is to be expected 
in view of the unfolding defense pro- 
gram. A high and rising rate of activity 
seems assured for many months ahead. 
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a THE UNITED STATES survived World War 
II with wealth and resources relatively unimpaired, 
the responsibility of furnishing military and economic 
aid to free nations around the globe has fallen to this 
country. 

No previous Administration in our history has faced 
such a colossal task. 

No past or present machinery of Government— 
whether it be a board or department or executive 
agency—has ever been confronted with the combined 
policy and administrative duties which now will be re- 
quired when we distribute economic as well as mili- 
tary assistance to other countries. 

The House and Senate are still wrestling with the 
question of what governmental agency or agencies 
shall handle somewhere between seven and eight billion 
dollars a year, which sum is bigger than our whole 
federal budget of only 13 years ago. 

Congress, therefore, should not be averse to a new 
approach which could at one and the same time avoid 
the defects of over-centralization in the hands of one 
man and the handicaps of divided control as between 
our Government departments. 

What is needed is an impersonal solution—one that 
strives to fulfill the objectives of the whole program 
without regard to the political animosities which at 
the moment surround the Department of State. 


It is necessary to be realistic—to concede at 
the outset that the Department of State has grown into 
a super-department which no longer is confined to the 
simple procedures of inter-governmental diplomacy. 

But even in the 1920’s, when the Department of State 
was still a relatively small executive department, the 
principle of dual representation for our Government 
abroad was quite an issue as the Department of Com- 
merce, under the then Secretary Herbert Hoover, 
sought and obtained from Congress the right to send 
commercial attachés abroad to concentrate on business 
rather than diplomatic objectives. We have now mili- 
tary and naval attachés and agricultural attachés 
abroad, all reporting to their respective departments 
in Washington. 

The same plan could be used now to handle the dif- 
ferent phases of the program through military and 
business counsellors stationed in our embassies. 

It is not, however, our representation abroad which 
presents the real difficulty. It is the cumbersome ma- 
chinery in Washington that produces conflicts of au- 
thority. 


THE GLOBAL JOB—A PLAN 


By DAVID LAWRENCE 


The truth is that the making of foreign policy and its 
administration are now too important to be vested in 
one man or one party. We must be prepared for a rad- 
ical change in our historic practice. 

Congress has again and again delegated duties to ex- 
ecutive departments but, when such duties are of a deli- 
cate nature and require bipartisan consideration, there 
has been created by law what is known as a quasi-judi- 
cial or quasi-legislative commission. 

The foreign-aid problem would seem to call for the 
establishment by Congress of a Foreign Policy Board 
—a quasi-legislative commission like the Federal Re- 
serve Board. It should have seven members, including 
the Secretary of State and the Secretary of Defense. But 
the chairman should be selected from the other five 
members, all of whom should be appointed by the Pres- 
ident and confirmed by the Senate. 


Under such a set-up, the Secretary of State 
would present recommendations and have a voice in 
making foreign policy, but his chief duty would be to 
administer the orders of the Foreign Policy Board. 

Congress should by statute change the name of the 
Department of State to the “Department of World Af- 
fairs” and should create four Secretaries of State. There 
should be one for European Affairs, one for Asiatic 
Affairs, one for Inter-American Affairs, and one for 
Economic Affairs. The four Secretaries of State would 
report to the Secretary of World Affairs very much as 
the three secretaries of the armed services today report 
to the Secretary of Defense. 

Men of the highest prestige and ability should be 
selected for the Foreign Policy Board—which should 
devise policies not only in diplomacy but also in the 
field of economic administration and military procure- 
ment to carry out the requirements of the program as 
Congress may direct in the new Mutual Security Act. 
The members of the Foreign Policy Board, of course, 
would report to the President directly. 

The Presidency nowadays is too big a job for any 
one man to administer by himself, and yet deputy 
presidents, with full delegation of the President’s pow- 
ers in any field of government, are not in keeping with 
American tradition. 

We can retain our historic attitude of control of the 
purse strings by Congress through delegation to a non- 
partisan Foreign Policy Board. It should consist of the 
most capable men that ‘can be chosen for this all- 
important task. Let’s forget the personalities and set 
up a system in keeping with the demands of our times. 


U.S. NEWS & WORLD REPORT © AUGUST 31, 1951 














AN ELEVATOR RIDE YOU'LL NEVER TAKE 


Riding full speed on top of an elevator, to 
inspect it in action, is only one phase of the 
many services that keep Otis elevators perform- 
ing like new—year after year! Otis service is 
enginecred-service by the maker that prevents 
slowdowns and breakdowns... extends elevator 
life by 50°0...eliminates expensive, unexpected 
repair bills... keeps replacement parts available 
over 60) years ... supplies field-trained men ha 


ing an aggregate of 20,000 years’ clevator expe- 
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ELEVATOR IN 


rience... provides 24-hour-a-day service on a 
nation-wide basis through 263 Otis offices. All, 
because we never lose interest in the perform- 
ance of an Outs installation. Add Otis elevator 
service—which is unequaled anywhere—to Otis 
elevator research, planning, engineering, manu- 
facturing and construction and you have the 
reasons why the Otis trade-mark is the symbol 
of the world’s finest elevatoring. Otis Elevator 
Company, 260 11th Ave., New York I, N. Y. 
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He well and truly tries 


THE SUMMONS comes in the mail, and the people go 

forth to answer. 

The clerk leaves his counter, the cutive his desk, the 
mechanic his factory, the housewife her kitchen. For a little 
while, and not without reluctance, each lays aside his work 
and his business, for a weightier business calls him. 


ow he must decide a man’s fate. 


“Do you solemnly swear that you will well and truly try, 
and a true deliverance make, in the case of The P: eople 
against John Doe, so help you God?” 

do,” says the clerk, the executive, the mechanic, the 
housewife. And they sit down in the jury box, awkward in 
their Sunday best, to hear the story of a stranger in 


trouble, who is no concern of theirs... 


Or is he? Suddenly through the rattling of the hard words, 
through the clatter of questions, answers, motions, 

objections, there comes to each juror a 
small voice saying: Ibis is my concern. 


The future that hangs in the balance here is mine. 


The accused man might be me. If he is innocent, 

1 must save him, as 1 would want to be saved. 

If be is guilty, | must save my children, my neighbors 
and myself from others like him. 


1 am bere to see that no wrong is done, 

either by many mien to one man, or by one to many. 

lL must be careful and wise as never before, 

for the verdict 1 will vote on here is whether I the clerk, 

1 the executive, 1 the mechanic, 1 the housewife, 

am good enough to make freedom work. 

You can see a change come upon the face of a juror who 
has heard the voice. And when at last he goes with the others 
into that small, locked room to seek the truth, he takes 
with him one truth never to be forgotten. He has 

learned that the ways of freedom are strenuous ways, 

to be enjoyed only as long as all men well and truly try. 
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